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Preface
Before you lies the export policy plan that is written for the Dutch market. I will try to give you an insight in the possibilities of successfully entering the Dutch market.

Each company that reaches maturity on its product life cycle needs to ask itself the following question: How are we going to keep up and prevent decline? Are we going to expand and if so, how exactly are we going to do that? Will we develop new product lines or should we go abroad? Or both? Luna Design is a company that has asked itself this question.  Luna Design penetrated the home market successfully, is the current market leader and has already become is a South African household name when it comes to luxury home décor. Luna has already developed new product lines and is now ready to conquer other markets and secure the company’s  existence.
It has been a long road to the finalization of this plan due to problems on my side. I have been fortunate enough to work with the people in this company and have found a firm and friendly family company that is milieu and socially conscious . I would like to thank Mark, Brian, Candice and especially Steve who told me everything I needed to  know. Also, thanks for taking me in as a part of the Luna family and give me the opportunity to put my knowledge to practice.  

I hope that this plan gives a good view of the Dutch market, the problems that may arise but above all the great opportunities of exporting Luna Design products to this market.

Good luck with the entry! 

Angelica Browne
Executive summary 
A ‘post-modern’ rustic framing company which operates on a small market where high quality and being green is the biggest competition advantage. The most important need of the product  is that for home decoration. The customer can use the frame for own use or  as a social need, to give it away as a gift. Another need, which is becoming more and more important, is the need to be environmentally friendly. Green awareness is a global phenomenon and customers are willing to pay a higher price. If we look at the company, we can state they are well performing on the product quality and innovation and thus both are a major strength of the company. The product quality is, together with design and being green , their unique selling point. The company has a good reputation and they are market leader (probably control around 70-80% of the market) and quite established themselves. 

The Dutch market will prove to be an easy accessible market for Luna. Open, many potential customers and home deco conscious. Dutch consumers are also following the global green awareness trend. Luna’s potential customers see the high-quality design frames as  added  value to their home environment. It stands for luxury, exclusivity and  uniqueness. Luna’s customer is a Dutch woman aged 25 to 55 with a higher education level  (college or university) and having a household income of minimal € 35000 per year who are design and décor conscious consumers.  A small group can be targeted as green aware and very interested in fair trade products and travelling the world. The customers will buy at fair-trade shops, design stores, home decoration shops or other luxury department stores to obtain a Luna frame. Our customers are likely to enjoy art, design and culture. However outside our target group, it could be possible to sell quite some frames. Think about men buying a gift for their girlfriend/wife.
Because of Luna’s uniqueness I have not found a direct competitor on the Dutch market so far but there are 4 competitors that need to be taken in consideration: Umbra, Zilverstad, Expo and Present Time. Umbra is the strongest competitor for Luna frames on the Dutch market. In the same high-priced segment, good quality, design and available at up-market  shops such as de Bijenkorf department store. A great part of our customers will also be interested in Umbra because of its innovations and references to Dutch Design. Substitute frames are mostly multiple image, plain silver or plastic and therefore not a massive threat. Only when people are looking for a frame (any frame) and let the price determine then Luna Design will probably lose the battle. Luna can enter the market without having the fear of rivalry. But the intensity of rivalry can be become considerably present. Especially if Luna is doing well then substitute framing companies will go and try to create their own post-modern rustic frame line. 
Luna is in power for now when it comes to the suppliers. Also , regarding the buyers, Luna should make sure they keep a close eye on all their buyers and existing distributors when it comes to selling the product correctly and only in their own ‘distribution territory’.  This is to prevent buyers from losing money and risking a lower wholesale price and less demand. Entrance of new competitors on short-term notice is very unlikely because of the uniqueness of the used material. The chance that Masjien enters the Dutch market is also very unlikely but all is possible. Substitutes can pose  a threat but I expect that this happens after Luna’s segment group already bought a Luna Design product and are looking for something else.

According to the general electric matrix, the classic frames are winners, as are the multiple image frames. If Luna Design stays innovative and watch the market trends, these products should  both be a stayer on the Dutch market. The chalkboards can become possible winners but maybe need a little more pushing. Customers need to justify the higher price and this can be realized by telling the Luna story with this product. Putting the story on the back of the chalkboard would be an option.

Although it isn’t a clear winner, the mirrors are worth to be taken up in the product range for the Netherlands because there will be demand for them. The rosaries are a good product too offer to an exclusive group but should be considered to be taken of the market if there is little interest the first year. There are 4 segments that need to be targeted. The ‘green’/ environmental aware segment, a design  segment, the  average Dutch woman segment  and a exclusive/luxury segment. The positioning of the Luna products in people’s mind should be:  the best product out there when it comes to the design frames . Luna should use the pictures in the frames as a unique selling point.

Luna Design will enter the Dutch market  with primarily  one unique product; frames made out of reclaimed timber. Luna Design should be wary of using differentiation focus  because this means that just parts of the segments are served and Luna should try to  serve more segments (having satiation in mind). This could mean that a cheaper line with another brand name should be released in the long term to stay on top of the Dutch market.  Luna Design should make sure to create company awareness in the near future.  By doing so consumers will become familiar with the company, its products and most important the unique selling point which will lead consumers to buy the product:  quality design, fairly made & green. Brand name recognition is Luna’s first priority on the Dutch market. Putting focus on marketing is essential.                                                                                                       When looking at Ansoffs’ growth matrix we could state that Luna is currently choosing for Market Development on the Dutch market.  The current product, frames, are introduced onto a new market. For the long term, Luna should look into diversification. Taking the positioning framework of value disciplines in consideration,  product leadership should be selected by Luna Design. Although product leadership is selected, this doesn’t mean operational excellence and customer intimacy should be neglected.  To maintain the position of the market leader, Luna should secure its position by keeping up innovation and also by being aware of market trends.
Luna will use indirect export to market the product into the Netherlands. A distributor will be selling the product onto the smaller shops. Luna is relatively far away from the Netherlands and the company is not in the position to bi-monthly send a sales representative around the world to secure deals and get the product in the shops. A distributor seemed like a safer choice than an agent and less problematic for Luna’s management. The distributor holds his/her own stock and has to sign a contract  where is clearly stated that he/she cannot act like an agent. When it comes to selling the product on the market, Luna Design should use a push strategy. Even though working with a distributor, which will be obliged by contract to market the product rightfully and have a stand on a fair at least once a year, the product should be promoted by him or her. Luna must overview the distributors’ marketing efforts and correct them when they’re a not living up to Luna standards. Distributor should be able to present the Luna Design website in Dutch, the Dutch consumers then can easily read the story behind the frames.                           
Luna  Design currently has a website and has visited fairs throughout Europe and will continue to do so. However  the distributor shall use its best efforts to promote the sale and distribution of the products in the Netherlands .  The distributor should use following promotion tools to make Luna’s entry on the Dutch market a success : a website, brochures, trade fairs visiting and try and get Luna magazine spreads.                                                                                                                                 
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Introduction on reclaimed timber

Reclaimed timber is used wood that has been taken for re-use. Often this is wood from long-standing idle buildings, and it is sometimes refinished for new purposes. Most reclaimed timber comes from timbers and decking rescued from old barns, factories and houses and some companies have been known to source wood from less traditional structures such as boxcars, coal mines, and wine barrels. Reclaimed or antique timber is used primarily for decoration &  home building and is often used for siding, architectural details, cabinetry, furniture and flooring.
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Reclaimed timber is an efficient way to make good use of available resources. In addition, the wood from old houses may also be visually appealing and add character to the new product or house. This type of antique wood often provides several desirable qualities. The reclaimed timber often is high-quality with a moisture content that is considerably less than newly milled wood sections. From this perspective, reclaimed wood offers a degree of structural stability that minimizes the settling that normally occurs over the first several years.

Often, the recycled wood has a patina (a certain glow that aged wood has) that would be very difficult to achieve with new wood. Utilizing wood that is reclaimed from older structures means that trees do not have to be cut down in order to create building materials.                                                                                                                                                       Reclaimed timber helps the environmentally conscious [image: image3.wmf]

green building by not using new harvested wood. Since the wood has naturally cured as part of the aging process, there may or may not be the need to treat the wood in order to maintain the strength and integrity of the materials, making the use of the recycled products even more environmentally friendly. As an added incentive, reclaimed timber comes with some sense of history or connection to the past.  A great thing about using reclaimed wood is the story that is behind the product. It is quite nice to have a reclaimed wood flooring  made from an old 18th century house  in your home and get to explain where this unique floor came from. 
                                                              [image: image4.png]



                                                           1 The use of reclaimed wood in a house
Reclaimed timber products are seen more and more in very prominent new (green) projects. Reclaimed wood is a form of recycling with amazing beauty. Old aged wood products take on a very different look than new wood products. Depending on what the wood was used for prior, it gives the wood its’ unique character. 
Problem definition
Relevance of the research 
Luna Design products are in high demand on the home market. Because of this success  and to secure its existence, Luna Design wants to market its products to foreign countries. Thorough analyses,  a proper strategy implementation and a good marketing plan  are important to successful launching  a product on a foreign market. Writing a realistic and feasible export plan may help the company with a proper introduction in the foreign market.  
Objectives of the research

· To carry out an Internal and External analysis for Luna Design

· To find out what the market situation is in selected countries
· To analyze the SWOT and create strategies for the selected market
Phrasing of the question

The question phrased to conduct the research is:

Can Luna Design successfully penetrate the Dutch market? 
Related questions
1. How does the company profile for Luna Design looks momentarily? 

2. What are the goals and objectives  that have to be set by Luna Design for the new market?

3. How should Luna Design enter the selected market?
       4. Which strategies  must Luna Design use for successful  penetration of the selected foreign market?

       5.  Who are the main competitors and how does Luna Design wants to position themselves on the selected foreign market?

      6.   How should  the marketing mix  be arranged so that it is optimal for the selected foreign market?
      7.  How  high should the budget be and how should it be divided? 

      8.  What other aspects should be regarded and/or  implemented?

Research methodology
The research I will carry out exists of qualitative as well as quantitative research:

Quantitative

To get a good overview of the possibilities for the product on the Dutch market,  I will use quantitative research when needed,  e.g. taking a survey  of product awareness and likability under  Dutch people. Furthermore I’ll go visit the existing clients in South-Africa and see the products in store.  Survey tourists and locals about the product could help the quantitative research. 

Qualitative
For my qualitative research I will use desk research through internet databanks like Compass, available market reports and the following books: Marketingcommunicatie, Floor en van Raaij, Principles of  Marketing I & II, Philip Kotler, Exportmanagement, J Veldman. If necessary, I will make use of additional literature to get to a good and well-considered plan.

Conceptual market models for research 

In the internal analysis I will use Abell’s  ‘Mission Framework’ and the ‘Value Chain’ by Porter. Also I will use a ‘Balanced Score Card’ to make a thorough analysis for the company. For the market selection process  I will use the market selection model.  For the external analysis  I will use the DESTEP method. Hereafter the SWOT and SWOT confrontation matrix will follow which I use to develop the marketing strategies. Also I shall use Ansoffs growth matrix and Porter’s generic strategies and it’s five forces model to get to the right market entree. For segmentation I shall use Kotlers’ consumer segmentation criteria. To conclude I will use the General Electric/McKinsey  matrix for the determination of our target market.
Business Definition
[image: image18.png]
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With the Business Definition from Abell we can define the present market for Luna . There are three dimensions in this model. Customer Function (or needs), Customer Groups and Customer Technology.  The business definition can be specified as followed: A ‘post-modern’ rustic framing company which operates on a small market where high quality and being green is the biggest competition advantage. 
[image: image20.jpg]



The first dimension tackles the need for the product. The most important need is that for home decoration. The customer can use the frame for own use or  as a social need, e.g. give it away as a gift. Another need which is maybe becoming more and more important is the need to be environmentally friendly. Green awareness is a global phenomenon and customers are willing to pay a higher price for green products. Furthermore the frames are bringing some luxury into the homes of these customers with this high quality product. Last is the need for design products and being hip & cool. Luxury and design can be linked together  here.  The customer groups are higher income groups, aged 18 -65 but mostly in 30s and 40s, largely women. They are design and décor conscious consumers. A large part of the customer is also green aware. Also,  in South Africa there are a number of hotels that place Luna products on the walls in lobby’s and rooms. Restaurants also make use of Luna Design frames. If we look at the third dimension, technology we can state that Luna Design is always busy creating new frames and lines to live up to its uniqueness and outstanding design. Luna is also improving existing lines to the fullest and strive to keep the (reclaimed wood) quality high. The use of  quality digital photo’s can provide a breakthrough in cheaper  production and yet maintain the quality of the product.
Mission Statement

The mission statement for Luna can be brought back to Luna’s slogan:                                                      Reclaiming resources….Empowering people….Preserving Beauty. 

Luna Design is  committed to efficiently recycling scrap timber into high end products which meet the needs of  the customers. The scrap timber is effectively collected  and used as an ecologically reliable resource which would otherwise burden on our waste disposal systems. Luna Design empowers people who otherwise would not be able to make a living. The homeless who scour the streets are our suppliers and thus given an important role which Luna tries to install on them.  Through our operations we will create sustainable incomes for our suppliers, staff and the owners. Luna Design want to show that  socially responsible entrepreneurship can be profitable and produce a high quality product with a beautiful raw & natural touch. Basically, Luna Design wants to show the world that using simple  raw materials can become state-of-the  art products with a green label on them.                                                                                      
Vision

In  5  to 10 years from now Luna should strive to be  widely available on at least 5 different foreign markets with their core products and be market leader  on at  least 3 of these markets. Luna Design strives to become internationally  renowned for its use of reclaimed timber and turning this into high-end quality products in the style of famous designer Piet Hein Eek but with a slightly  smaller price tag.   On the home market, Luna Design wants to maintain market leader in this very niche but also serve the general public.  The market share on the home market should be at least 80 percent based on new products, basic –cheaper- lines and wide availability. New products will involve  tablet stands and covers (such  as iPad), candle holders  and  trays.                                                                                                                                                                                                  
Position Statement/Slogan

Reclaiming resources….Empowering people….Preserving Beauty

Goals

· Market entry  on new  markets.
· Building a strong brand image (Luna stands for high quality products & green products).

· Maintain market leader in South-Africa.                                                                                                        

· Enlarge the total annual turnover with 20% in three years.

Objectives

· Export products of Luna abroad, enlarge international company reputation by enhancing contacts abroad. 

· Attending all the annual home deco fairs in Europe.

· Creating new product lines exclusive for the South African Market like the cheaper ‘Basic Range’ and candle holders.

· Website in different language editions to be available soon.
INTERNAL  ANALYSIS
Company Overview
History of Luna Design     
 12 years ago, Luna Design started as Lunar Tunes CC, as a company which produced wind chimes. Lunar Tunes was founded in 1997 with 3 initial partners – Mark & Brian Fanner and Clive Garcin. Clive left the company after about a year leaving Mark and Brian as the 50% shareholders.                              Initially the company made high quality tuned wind chimes from wood and aluminium. Within a year the company  had begun to export the product, selling mainly through the Frankfurt Ambiente fair. During the period 1998 to 2002 they established themselves as one of the leading manufacturers in this very niche market. Customers were found in Europe, the US, Japan, the Middle East and even in India. Most of these customers were small retail chains and distributors. Only in Europe they really succeeded in attracting repeat orders. Margins were thin though and at the end of 2002 the Rand suddenly increased in value and Lunar Tunes was almost put out of business. 99% of their customers were overseas and they had large orders for which they had taken 50% deposits, so they  had to complete these orders, making huge losses in the process.  After finishing the orders Luna cut back all the non-permanent staff and searched for new opportunities.  A lucky chance saw them do some profitable work for Woolworths
 making sculptural elements for their visual merchandising department. During this time Luna developed two new products – the ‘Post Modern Rustic Frame’ and the electrified tin can guitar. Luna Design was born.
Luna Design today                                                                                                                                                               Luna Design manufactures largely Post-Modern rustic photo frames from reclaimed timber. The frames come with a unique picture. There is also a separate department that produces the electric guitars which is very small. The reclaimed timber is collected by the homeless in Cape Town and sent to the Luna farm in the town of Hopefield where it is stored and prepared for production. The wood is first cleaned, then fumigated and finally dried in a kiln. The prepared wood is returned to the factory in Cape Town for production, finishing and packaging.  Each piece of wood is carefully assessed and selected to create unique and distinct quality products, which cannot be found in mass-produced frames.                                                                                                                                                                      
The business as a whole now employs 37 people and has a 250 square meters factory in Woodstock in Cape Town. Luna also makes use of a 26 hectare farm in Hopefield (120km from Cape Town) to accommodate the growing wood stockpile and to assist with pre-production tasks. A 180 square meter workshop has been built on the farm to produce mouldings for the Woodstock factory. For the past 5 years Luna Design have been focusing on the frames. They  intend to grow from their current turnover of R3.5 million to R5 million in the next financial year.
Balanced Score Card

With the help of the Balanced Score Card I will try to outline the company profile for Luna Design. The Balanced Score Card is build up out of the following components: Marketing, Finance, Organisation & Production. There will be looked at the performance of the company on different levels and the importance of this performance for the company as a whole. This information can be used for the SWOT analyses . Also some of the components are detailed in the internal analyses.
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The Balanced Score Card Conclusion

Hereunder you can find the conclusions drawn from the Balanced Score Card:

Marketing

If we look at the company, we can state they are well performing on the product quality and innovation and thus both are a major strength of the company. The product quality is, together with design and being green , their unique selling point. The company has a good reputation and they are market leader (probably control around 70-80% of the market) and quite established themselves. The geographical coverage could be better as the product would’ve been sold in more tourist locations in Africa. At the moment of writing Luna Design is improving its’ promotion skills by using a pr team that will do a string of pr activities for Luna Design.
Finance

Strength ( weakness in the future? ) of the company here is that they are main provider of income for South-Africa’s number one up-market home decoration  chain Loads of Living. Luna Design frames are their bestseller and thus Luna secures a steady income from this chain. Luna sold more frames through Loads of Living than they have sold of all other types of frames put together in the existence of the company. Also, their other clients are also very consistent in putting orders in which makes Luna financially pretty  stable. Cash flow could be better when looking at the size of the company and needs to be monitored more carefully. At the moment there is money going out that isn’t necessary  or could be reduced. This would be a great job for a business economics student.

Organization 

Luna is a small but very solid organization. There are 4 people represented in top- and middle management, there is a bookkeeper, driver  and the rest of staff contains of production employees. Furthermore, the company is making use of interns. The management knows the market very well and are not afraid to get their hands dirty themselves. They are acquainted with almost all of their clients , which is giving them strong ties with their clients. The management often does the deliveries in the Cape Town area themselves and when having a new product they will go and show it to their clients. The company culture is very open en respectful and this is one of the major strengths of this company. Luna is a warm company and easy to access despite they produce & sell the most expensive frames on the South-African market. The  weakness here is that the management sometimes is too easy with things and doesn’t take tight control over issues like money, clients with demands etcetera. 
Production

Overall production is running smoothly. Staff is well trained and they all know what is expected from them. Because it isn’t a mass product the performance on the volume production isn’t that important and at the moment production’s  up and going well. Since owner Mark Fanner bought a high-end printing machine the production line has gotten even better. First, all the pictures came from books, now a database with hundreds of pictures is fitting the frames with photo’s. However  production is done at two different locations at the moment and the Cape Town factory is too small. Next to that, when production goes up. Luna will be in need of 3 monthly production cycles to keep up with the demand of all parties, in- and outside South Africa.

Product Portfolio

Luna has seven product lines at the moment.  The most important one is the Classic Range. This is the product that made Luna Design what they are today: the best selling manufacturer of post-modern rustic frames in South-Africa.  For an overview of all frames I would like to refer you to appendix A.

Classic Range

There a  different sizes available within the Classic Range. The wholesale prices range from € 3,80 for a Mini to € 17,- for an A3.Often you find that customers buy a mix of different sizes to combine on the wall (see caption I and II). 

	A4 Square 
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 HYPERLINK "http://www.lunadesigns.co.za/index.php/classic-range/96-006" 




Next to the Classic Range, the following products are to be found:

Classic Range Mirrors

	[image: image23.jpg]





	       Square Mirror 


Colonial Range

The Colonial Range was designed to meet  the needs of the more conservative customer. These frames have a very old-fashioned look with the (always) dark outside and white inset. The pictures in this type of frame are always in sepia and from the early 20’s to late 50’s .
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Colonial A5 

	


Multiple Image Frames
The multiple image frames consist of two or three pictures and  are fitted with a rusted steel mount.
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Triple Jumbo Photo 


Box Frames                                                                                                                                                                                             A box frame is a frame which is suitable to open up and put something in.
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A4 Box Frame
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Oversize Rosary 

	 


Décor Items   

The rosaries are among the best selling products of Luna. They consist of a (recycled) wooden cross and beautiful beads that are specially [image: image28.jpg]


made for the rosaries . They come in small and large. Luna also makes coat racks. 

Chalkboards

The chalkboards are in South-Africa only available for L’Orangerie but outside SA available to all customers.
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	School Chalkboard 


Luna has a solid and clear product line at the moment. The customers have access to a wide variety of frames and other deco products. Still with the materials, there are more options to  explore and Luna will probably be able to experiment with new frames and pictures to optimize the range. The chalkboards are  currently only available at L’orangerie shop but  for now this exclusivity is a good choice.   
New products
Endless variations are possible with  the frames but next to the existing lines  Luna Design should look into extending their  portfolio  with other  home décor products on the home market to stay on top of the market. Think exclusive wooden products that are popular within the segments
 and which are fairly easy to produce. Recommendations are:  tablet computer (such  as the iPad)  stands and covers, wooden candle holders  and  (dinner)trays. Especially with the rise of the tablet pc and its’ popularity, endless variations in covers became available  and exclusive covers  and elegant (wooden) stands  are sought after. With regards to the new Basic Line; be careful. Customers identify Luna Design with high quality so if successful, the basic line could be extended to other frame sizes as well but  always keep this line smaller than the Classic Range and don’t use the Luna Design trademark on these products. 
Production

Process
Production takes place in the Cape Town factory and since a while partly on the farm in Hopefield which is  a work in progress. The wood is delivered by the suppliers and  ready for its’  first treatment. This takes place on the farm in Hopefield were the wood will be dried, discard from objects (e.g. old rusty nails),  fumigated and cleaned. After this the wood will be brought back to the Cape Town factory were staff will continue with the next phase and deduct the wood to cut  it in the right size and get it  joined. In the  adjacent workshop  the frames get their insets, are polished and cleaned again. The glass is also cut in size and cleaned here. Then, a picture is chosen to put in the frame. At this moment  the pictures come from  second-hand books that the staff flips through but a newly bought printer that can deliver high quality prints is currently installed and will replace the books for most part. In the final stage the backing board is fastened and neatly packaged in  crates.  Now the product  is ready  to be stocked or sent out as order. This process takes  1 to 2 weeks.
Orders  & Capacity
At the moment Luna Design has several big orders to sent out. On the home  market they have to sent out an  order for their biggest client Loads & Living and 2 international orders; 1 for the German distributor and 1 for their newly acquired Dutch  distributor. Also their new colonial range is ready to hit the shells. Normally Luna takes in about 150 orders per month. These orders can be very small (clients handpick  15-30 frames at the factory) to quite large ones (e.g.  Loads of Living which orders over 1000). The orders are all written on a large chalkboard in the office  and being overseen by the general manager. He also updates staff regularly about the upcoming orders or changes  in production. Most orders arrive by phone or email, some, as said, are handpicked by clients  or discussed at office  between a client and the CEO. Mostly this happens with the larger orders, distributor whom are visiting the country or special requests.
 On a ordinary day around 100 frames are produced. This can be interrupted by power blackouts which can occur, insubordinate staff or defect machinery. Luna Design has  a  small storage depot not far from the factory. This is sufficient for now and keeps the company from the danger of overproduction. The production cycles should be optimized  with the help of  well balanced order cycles  to keep producing and stock  costs low. 
 Organization
[image: image30.jpg]


Luna is a small but very solid organization. There are 4 people represented in top- and middle management, there is a bookkeeper, driver  and the rest of staff contains of production employees. Furthermore, the company’s making use of interns. The management knows the market very well and are not afraid to get their hand dirty themselves. The organization chart is as follows:
Management  and Higher Staff

Mark Fanner – Owner/Manager (General Manager – Sales & Admin)
Brian Fanner – Owner/Manager (General Manager – Design and Production)
Steve Brand – General Manager (Local Sales Manager)
Candice Momsen – Bookkeeper and administrator – also front of house.
Ian Robbinson – Head of the guitar department & marketing                                                                                  Mike Ndau – Driver (Code 10 license)  
Not actively working within the company but involved:                                                                                                                       Paul and Mary Fanner – Financiers (Parental Venture Capitalists)
Belinda and Leila Fanner – Owners of subsidiary export business. Agents for Luna Frames. (Proposed)

Production staff

There are 30 employees working in the factory. The factory is divided in 3 sections and the men and women work separately . In the first section the wood comes in and is cut on size by  men who also cut the glass. In the adjacent room the wood and glass is joined together which is also done by the men. In the next section a group of lady employees sits and clean the glass and wood and in an adjacent space ,2 or 3 ladies put the pictures in the frames and pin the backboard in the frames. In the last section is the office front where management and higher staff are seated. 
Organizational capabilities 

With organizational capabilities is meant: The firm’s ability to manage people to gain competitive advantage. Luna Design doesn’t have a strong competition on their home market and probably has already turned their business most successful out of all competitors. There is always room for improvement though. To meet customers needs and stay ahead of competitors (especially future international competitors), Luna Design should design an online order system for clients.  Luna Design should keep inspiring and motivate their employees  to work precisely and neat  and ensure high quality products. Always remember that employee skills and efforts are important towards achieving organizational goals and strategies.
Sales and profitability

Sales are up and if not for higher operational costs, Luna would have had a nice profit at the end of the book year. Looking at the orders coming in, the contract with new distributors and a successful stint at the biggest European design fair Ambiente, Luna is on the way of increasing sales and becoming more profitable. Profitability  can also be reached by  implementing the new digital printer on the shop floor. This will be cost reducing and will have the staff working faster.
Financial resources & constraints
Luna Design primary financial resources are the owners’ parents, Paul and Mary Fanner,  whom are venture capitalists. They have loaned money and financed the factory and the farm in Hopefield. This is on a interest free base. Next to this Luna has  a credit with the FNB bank. Luna Design also has a credit card and some short-term creditors. Having parents providing a interest free loan is a great advantage because of the relatively low repayment costs. Constraints could be  the short term creditors which ought to be paid back quickly and the interest on the credit card.
Customer Satisfaction
The company is small and when there a problems with orders, the general manager or the  boss himself handles these problems.  In recent survey it was shown that customers tend to be more satisfied if higher management themselves solve problems with orders  or bought products.  Luna Design’s clientele is based on a lot of  regular customers.  These customers have regular order cycles and make up for most of Luna’s revenue. Keeping these customers satisfied should be guaranteed by keeping the quality high and solve problems quickly.
Brand associations 
Positive brand associations  are developed if the product which the brand depicts is durable, marketable and desirable. The customers must be persuaded that the brand possess the features and attributes satisfying their needs. This will lead to customers having a positive impression about the product. Positive brand association helps an organization to gain goodwill, and obstructs the competitor’s entry into the market. After  conducting a research under a group of 50 people  Luna has several brand associations that were named more than  8  times. These associations were:                                                                                      
Design-Expensive-White-Simplicity-Natural-Pure-Wall Art-Fashion

We can conclude that Luna frames are perceived as expensive but  also as design, fashionable and as art which justifies the higher price. The frames are also seen as pure and natural which is exactly were Luna Design wants to stand for.  The terms white and simplicity are a little bite more abstract but also stand for the pureness and -raw material turned into high end product- feeling  of the frames. Luna Design does a good job at getting positively into customers mind’s. 
Porter’s Value Chain
A value chain is a chain of activities. Products pass through all activities of the chain in order and at each activity the product gains some value. The chain of activities gives the products more added value than the sum of added values of all activities. The value chain categorizes the generic value-adding activities of an organization. The "primary activities" include: inbound logistics, operations (production), outbound logistics, marketing & sales (demand), and services (maintenance). The "support activities" include: administrative infrastructure management, human resource management, technology (R&D), and procurement.  
Porters Value Chain for Luna Design
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                                        Michael Porter - Competitive Advantages 1
If we look at the chain for Luna Design, its’ core chain activities at the moment are Inbound Logistics, Operations and Outbound Logistics. Together with Infrastructure or Management most costs are to be found here .
	Infrastructure                                                        8 %

	Human Resource Management                     1 %

	Technology Development                               2%       

	Procurement                                                         5%

	Inbound Logistics

20%


	Operations

                                        45%


	Outbound Logistics

12%
	Marketing & Sales 

6%
	Service

                                  1%




Table 1: Cost spread Luna Design in percentages 1
Inbound logistics 

The homeless and indigent people who collect scrap timber throughout the City are Luna’s suppliers. The company is dealing directly with them rather than through a middleman, which means they receive 100% of what is paid. Luna’s  rates for scrap timber are higher than those for scrap glass and paper. It depends on the wood quality what they get but probably between 1 and 5 Rand per metre.  Next to the suppliers of wood, there are several other suppliers of raw materials like glue, glass and beads (for the rosaries).
Operations

Luna is a production company and most of the costs are to be found here. The Woodstock factory and its personnel will exceed the amount that the Hopefield farm factory is costing but that’s the price to pay when located in an upcoming A-listed location in Cape Town.  Again, Luna is a fair company and instead of treating their staff badly they are fairly paid and given time off.
 Costs are also high because there is a lot of transporting between the Woodstock factory and the Hopefield farm. The wood bought off the supplier in Cape Town first goes to Hopefield and the wood that is processed there has to go back the factory.

Outbound logistics

The frames and other items need to be packed and sent  to the customers. That doesn’t cost that much but the(valuable) time spend on the outbound logistics is a waste. The system isn’t efficient enough to get packages shipped by one person who handles it, instead there are more of management who deal with this matter weekly.

Infrastructure 

This includes management salaries, management food, gas etc.  Again, gas money takes up a big cut of the costs and the car park itself doesn’t come cheap in South-Africa either . During my time working at the company I’ve seen the problems with getting licenses for the cars, tickets and also there are costs  for the maintenance of  the cars.

Hereunder a recap of the internal analyses in the form of the strengths and weaknesses:

	Strengths

	            Weaknesses

	S1 A unique design product – at the moment only quality supplier locally and internationally                                          
	W1 Insufficient (production) capacity/space 

	S2  High quality product in diverse product varieties
	W2 Lack of production cycles

	S3  Good reputation – regular customers with repeat   orders
	W3 Niche market - Not much growth on home market

	S4 Market leader on home market
	W4 Poor financial management

	S5 Always one step ahead of their competitors
	W5 Financial reliability on biggest client Loads & Living

	S6 Rapid business growth 
	W6 English distributor is unreliable with placing orders and distributors are other main income

	S7 Great knowledge and know how of the business
	W7 Not enough money to invest suitable amounts for expansion

	S8 Cost advantage through newly implemented technologies such as new wrapping machine and printer 
	W8 Distance to new markets relatively large

	S9 Production farm in Hopefield and own factory in Cape Town City bowl
	W9 Office culture is not sufficient at the moment  - Books, finance and administrative tasks must be controlled better

	S10 Ability to produce high volumes
	W10 There is no knowledge of the Dutch market  and no brand recognition on this market which would need to be build 

	S11 The high quality and sometimes rare pictures in the frames and their themes (African,50’s etc.)
	

	S12 Successful ‘try-out’ distributorship with German distributor
	

	S13 Boss and higher staff personally involved with all orders
	

	S14 Ecological reliable or  ‘green’ company
	

	S15 Sought after by Magazines for spreads
	

	S16 Suppliers of the wood – the homeless- gives company a ‘human’ face
	


EXTERNAL ANALYSIS
Country Portfolio

Countries differentiate from each other in different areas. This can be a demographical, financial, cultural, economical or geographic difference. Market research provides information on foreign markets and facilitate decision making. 

The country selection model consists of  3 important  pillars:

· The filter process
· The criteria of the various filters
· The factors score method
The filter process
There are 3 filters to go through. The pre-filter, coarse research  and fine meshed research.                         The criteria of the filters will need to be examined thoroughly  to make the right decision. I will go step-by-step in this process to find a suitable country for Luna Design to market their product to.
Step 1: the Pre-filter
The first  filter is the pre-filter, which consists of 20 countries . After this filter, 5 countries drop out based on 5 criteria:

· Import restrictions and high import tariffs

· Too high freight charges

· Risk of calamities and common sense

· Low  level of prosperity

· Internationalization motive
20 selected countries

	Germany
	The Netherlands
	Italy
	Spain

	France 
	United Kingdom
	Sweden
	Norway

	Poland
	Finland
	Portugal
	Greece 

	Denmark
	Austria 
	Hungary
	Switzerland

	Czech Republic
	Estonia
	Ireland
	Romania 


The selected countries are all European countries. Luna Design already makes use of European distributors and thus has a little bit of knowledge about this market.  It is wise to make use of this knowledge and try and focus on one continent were more countries  are eligible for export. For this filter  I mainly looked at level of prosperity, Luna Design’s own vision & thoughts on exporting goods and good old common sense. These 5 countries are therefore dropped:  Poland, Czech Republic, Estonia, Hungary and Romania. These 5  are all Eastern European countries  and still leaping behind  Western European countries when it comes to wealth and levels of internationalization. Also, Western Europeans are avid travelers and South Africa has been an up and coming top destination for a while now. It is more like that they feel connected with a South-African made product whether through own experience or through friends, family or acquaintances. In Romania, Czech Republic and Poland a language barrier could occur too because the English language is not well integrated.

Step 2: Coarse research
In this next filter, six more countries are to be dropped out. I will give scores for each country  and use the criteria as markers . The criteria have a different weight  sorted after importance. The criteria and their weight  to determine which countries should be dropped next are:

· Political environment (risks, trading relations)  weight 0.5

· Economical statistics (GDP, consumption, inflation, demographic ) weight 1 
· Cultural differences  weight 0.2
· Climatologic factors  weight0.2
· Topographic factors (location, distance) weight 0.5
15 selected countries

	Germany
	The Netherlands
	Italy

	France 
	United Kingdom
	Sweden

	Spain
	Finland
	Portugal

	Denmark
	Austria 
	Greece

	Norway
	Switzerland
	Ireland


All the rejected countries  had  scores  lower than the others  and are therefore not being selected. Here are the most important reasons listed why the countries are not  found suitable for now and their scores:

Finland: Location is not optimal, the costs to get the product from harbor to client would be more expensive than other countries. Score: 29.7
Greece: Economical instability and the forecasts aren’t looking good. Also location wise not ideal as first foreign market for Luna. Score: 24.5
Ireland: Political environment is stable for now but Ireland has a history of political instability. Also economically the country doesn’t do well, consumption is low and demographic show that the population density  is low. Score: 23.1
Norway: The location is not optimal and demographic show that n population size is only 4 million the population density  is also low. This means not  few people within segments would be reached. Score: 29.6
Portugal: Inflation rate is horrible, GDP relatively low for European standards so economically not  stable enough. Score: 26.5
Switzerland: Overall positive country but in comparison to the selected  countries not a member of the European union and  is a very expensive market to enter and would likely fall through in the next round. Score 37.4
We are now ready for the final filter to determine which country will be most eligible. 
Fine-mesh Research

This last filter will determine which market will be selected. The criteria in this stage are:
· Market Data weight 1.5
· Import restrictions weight 0.5
· Competition weight 1
· Trade stimulation weight 0.1
· Product demands weight0.2
· Unforeseen/ Other aspects weight 0.5
	
	Germany
	The Netherlands
	Italy
	France
	UK
	Sweden
	Spain
	Denmark
	Austria

	Market data
	12
	12
	7.5
	10.5
	12
	9
	10.5
	7.5
	9

	Import restrictions
	4
	4
	4
	4
	3.5
	4
	4
	4
	4

	The competition
	6
	7
	7
	5
	6
	8
	5
	8
	8

	Trade stimulation
	0.7
	0.7
	0.6
	0.7
	0.7
	0.7
	0.6
	0.7
	0.7

	Product demands
	1.4
	1.4
	1.4
	1.4
	1.4
	1.4
	1.4
	1.4
	1.2

	Other aspects
	3.5
	3
	2.5
	3.5
	3.5
	3
	3.5
	3
	2.5

	Total Score
	27.6
	28.1
	23
	25.1
	27.1
	26.1
	25
	24.6
	25.4


Note from the previous page: The shown scores  are the weighted scores.
The Netherlands is the best market for now based on the criteria I used. Germany and the UK are the runners-up which isn’t a surprise because Luna Design already works on a small scale with distributors on these markets.  The Dutch market has won over these market on 2 points:

· The Netherlands is smaller than both countries but  has a high population density and products are spread easily throughout the country.                                                                                                                                     

· Both the U.K.  as well as Germany have a more competitive market and Luna Design would have to fight to become  widely known and a market leader. The Dutch market is smaller and likely has no/ to little competition  and would be a good start to eventually spread the products to other (surrounding) markets.
Macro Analysis Netherlands
DESTEP                                                                                                                                                          For this analyses I made us of the DESTEP method. This contains respectively demographic, economic, social, technological, ecological and political factors.
Demographic

	Population: 16,499,084 ( April 2009)

	Density: 397 per km²  

	Growth rate: 0.436% Birth rate: 10.53 births/1,000 Death rate: 8.71 deaths/1,000) 

Life expectancy: 79.25 years –male: 76.66 years –female: 81.98 years 

	Age structure

	0 - 20 years: 24.2%
20 – 45 years: 34.4%
45 – 65 years: 26.9%
65 – 80 years: 10.8%
80-years and older: 3.7%

	Population growth rate

	0.28% (46,000 people)(2007)


Table 2: CIA World Factbook 2009 1
As shown the density is very high and the country  has a fair-sized population number.                            61.3% of the population is aged between 20 and 65 years old which gives great opportunities to  establish oneself on a  market with reasonably large target groups.

Economical                                                                                                                                                                                                               The Netherlands has a prosperous and open economy, which depends heavily on foreign trade. The economy is noted for stable industrial relations, moderate unemployment and inflation, a sizable current account surplus, and an important role as a European transportation hub. The Netherlands, along with 11 of its EU partners, began circulating the euro currency on 1 January 2002. The country has been one of the leading European nations for attracting foreign direct investment and is one of the four largest investors in the US.  Analysts expect the economy to contract by 3.5% in 2009. The recession is largely attributed to an abrupt slowdown in exports.  For Luna this means that they should follow the market trends and keeping an eye on the recession if exporting to the country.  However it is expected that in 2010 the recession will be partly over and consumers are already spending again
. From own experience I can also state that consumers are still spending relatively much on personal  items such as clothing, home decoration and garden furniture/gardening. The sectors that are momentarily most afflicted are the hotel and restaurant industry,  car industry and electronics.
	GDP
	560 billion euro (2007)

	GDP per capita
	Purchasing power parity: 
$37,300 (2006)

	Economic  growth
	3.5% (2007)

	Working  population
	7,606 million (2007)

	Unemployed 
	344.000 (4.5%) (2007)

	European economic growth
	2.6% (2007)

	Inflation rate
	1.6 (2007)

	Inflation rate Euro zone
	2.1% (2007)

	International trade
	Exports: 420 billion euro (2007) (goods and services)
Imports: 377 billion euro (2007) (goods and services)


Table 3: CBS Statline 2009 1
Social                                                                                                                                                                  Appearance is very important to many Dutch citizens. Not only your looks  are important but also the styling of your house, having children, nice car etc. are important. It gives status and imposes wealth. Home decoration is becoming more and more important as your house is an extension of yourself. Also people are spending more time home in times of recession and want to feel comfortable there. There are also new trends spotted in this sector. House-wares and home furnishings are increasingly being shaped by trends in colours, styles and materials. In addition, the growth of the “green” movement and heightened environmental awareness has brought greater emphasis to natural materials for home furnishings in recent years. Natural colours such as sand, terracotta, greys and browns dominate the product offerings, whilst white is still a core colour in most households. Young and cheerful colour ranges, inspired by fashion, are also growing. Creativity in a number of products now comes in design and special paint effects such as metallic, etched, chameleon, or pearl.  Consumer tastes in house-wares and home furnishings are becoming more sophisticated, as potential purchasers now pay more attention to design, style and quality. 
Fashion is increasingly playing a part in consumers' lives and interior design is also considered something that needs to be updated regularly. For this reason, the popular colours and styles of today will likely be updated with new colours and materials on a far more regular basis than in the past. 
Retailers are likely to look to global sourcing to provide ethnic and regional designs. Turkish carpets, Mexican furniture and Indian silk throw-cushions are likely to be attractive to more globally aware consumers. (Euromonitor 5th of Jan 2009)
Technological                                                                                                                                                          Digital printing has taken a huge leap forward  on the Dutch market. Camera shops and many stores with an in-house photographic service are now offering digital photo printing to their customers. Customers can upload their pictures online and choose the photo measurements themselves.  This is an opportunity for Luna. Digital photo frames are also very popular at the moment. They are affordable to most people and can hold many pictures. Their purpose is not the same as those of Luna products but it is wise to keep an eye on this trend. Furthermore, in the Netherlands, 82.4% of all households has a computer with internet at home. This is great for Luna because it is more likely that people, when interested in the product, will visit the website and get to know the story behind the product, which is a important selling point.   
Ecological                                                                                                                                                                      The Netherlands has always been one of the leaders in Europe when it comes to environmental awareness and being green. Dutch people are becoming more and more interested in ecological products and environmental concerns and are willing to pay a higher price for it. You find ecological awareness in all sorts of sectors, for example in food, travelling, textiles and furniture. There are also green/animal rights political parties in the Netherlands who  are pretty popular. Also the government supports several green awareness projects and tries to get people on the public transport and out of their cars.
Political                                                                                                                                                                      The political situation in the Netherlands is stable. The  Government is  a coalition of a labor party and two Christian parties. The device of  the coalition agreement ‘Work together, live together. In the coalition agreement the coalition says that it comes down to a collaboration for grow, durability, respect and solidarity. The government in Holland actively stimulates the import and export of products by providing subsidiaries and investing in the Rotterdam Port.
Customer Analysis

To define Luna’s customers I will make use of the 6 W’s by Ferrell. These questions will help us to target the right end user group.

Who are our potential customers?

According to Euromonitor and CBS Webmagazine, two-income households (up to age 65) spend a large proportion of income on leisure, transport and household goods, while households of the over-65 spend a lot on housing & gardening. Households in which the main breadwinner was middle-aged (45–64 years) showed the highest spending in absolute terms. After working at Luna I couldn’t believe this was the target group. Luna is next to home decoration a  design piece which attracts a whole other audience.   After a little bit of research I actually found out that out a group of 50 people from different ages and backgrounds, the following group should be secured as target market:

Dutch women aged 25 to 55 with a  higher education level  (college or university) and having a household income of minimal € 35000 per year who are design and décor conscious consumers.  A small group can be targeted as green aware and very interested in fair trade products and travelling the world.
What are our potential customers doing with our product?                                                                       Customers buy the product:
· To enjoy it in the privacy of their own house. Around 75%  of these customers won’t take out the pictures that comes with the frame.

· As a gift for a family member, friends or colleague 

· Because it is a green product /environmentally friendly

· To enjoy the pictures in the frames and the South-African style

· After visiting or living period in South-Africa  (emotional bond with the product)

 Where do our potential customers buy our products?

In small design- and home decoration stores. Also at bigger exclusive stores that combine clothing and home decoration like Sissy Boy. Furthermore at the luxury department store ‘de Bijenkorf’.  
When do our potential customers buy our products?

· When they redecorate their homes

· When looking  for a gift for a loved one or close friend 

· When seeing them displayed on the wall in a store  (seriously!)

Why do our potential customers choose for our products?                                                                             Our potential customers see the high-quality design frames and see them add value to their home environment. It stands for luxury, exclusivity (all frames are unique) and probably something to show off when someone’s come to visit. Next to that, the pictures are one of a kind and very appealing for our customers who enjoy art, design and culture.
Here you can find a table where the buyers motives are defined by numbers. The ranking scale goes from one to six where one = no influence and six=high influence.

	Buyers’ Motives            


	Ranking

	Price 
	1

	Brand image
	3

	Product function
	2

	Cultural appreciation
	5

	Aesthetics/ Design
	6

	Green Product
	4


Table 4: Buyers' Motive Scale 1
Why do non -potential customers buy our products?

Non-potential customers could buy our frames when they are looking for a special gift for a loved one or close friend and want to spent the money. Also, it could not be the frame that draws the non-potential customer to our product but the picture within.
Conclusion                                                                                                                                                                 Luna’s customer is a Dutch woman aged 25 to 55 with a higher education level  (college or university) and having a household income of minimal € 30000 per year and who are design and décor conscious consumers.  A small group can be targeted as green aware and very interested in fair trade products and travelling the world. Customers have many reasons to buy a frame but Luna customers are looking for beautiful design, luxury and exclusivity or uniqueness of the product. People decorate their walls with the frames or wrap it up as a gift. Our customers are likely to enjoy art, design and culture.  However outside our target group, it could be possible to sell quite some frames. Think about men buying a gift for their girlfriend/wife.
Competitor Analysis (Meso analysis)
Luna  has little competition on the home market from its competitors. There are numerous other smaller producers offering a lower quality product and all lacking in the capacity to service a large corporate client or to export large quantities. Also,  all the competition suffers from a lack of reclaimed timber. There is however one South-African based competitor worth mentioning: Masjien.
Masjien

Masjien is owned by Pierre Terreblanche who studied with Luna Design co-owner Brian Fanner and at one point worked with Luna. He produces a very high quality product which is distributed locally through Amatouli Fine Art. Amatouli marks up by a hundred percent  making Masjien’s product very expensive locally.  Their focus lies on framed nostalgia and African art locally. Masjien has a French distributor and is selling most of its product in France.  Mr. Terreblanche has recently downscaled and moved to a rural location where he continues to make frames in lower volumes. He wholesales through a distributor and charges around 80 Euro for an A4 frame at wholesale  whereas Luna sells a similar A4 for 16 euro wholesale in SA. Pierre is not to be found on the internet . He doesn’t oppose a real threat but still Luna has  to keep aware of him. He has the know how and connections  on the European market.
         Strengths: Very high quality product, present on the French market, lots of know how
        Weaknesses: Small factory, rural location, very high price

Because of Luna’s uniqueness I have not found a direct competitor on the Dutch market so far but here is an overview of possible substitute competitors:

Umbra
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Umbra is the worldwide leader in original, casual, contemporary, affordable design for the home. The company's products are available at over 25,000 retailers in more than 75 countries. Umbra designs and manufactures products for every room, including picture frames, garbage cans, window treatments, kitchenware, tabletop accessories, bathroom accessories, decorative hardware and furniture. Umbra’s frames are mostly multiple image frames and range from 15 euro to 130 euro. Umbra is known for innovative design with some of their products but their frames are nothing special. The frames are of good quality though. They mostly don’t come with pictures but some frames do have themed pictures in them. The quality however, of these pictures, is bad. They are just simple copies. Website:www.umbra.com 
         Strengths:  Wide product availability throughout the Netherlands, extensive collection, good design, innovative company
         Weaknesses: Solely multiple image frames, bad quality copies as pictures in frames

 EXPO
EXPO is a unique chain of shops owned by EXPO Retail Holding B.V. EXPO is leader in the Netherlands in the following niche markets: greeting cards, wall decoration, gifts and pampering goods. After opening the first EXPO shop in Eindhoven in 1993, a quick growth was realized  through opening franchise stores. In 2008 EXPO counts roughly 80 stores which most of them in the Benelux.  Expo sells frames from  different brands including present time but also a lot of unknown cheap brands. EXPO is very popular under teenagers (12-17) and known as a perfect gift shop. Their brand recognition throughout the Netherland is strong within  this segment. The store itself is very lively store and some of the products sold are childish (cuddly toys) or a little vulgar (sexual grafted mugs). Therefore I don’t think the EXPO poses a real threat because the clientele is very different from our target groups and their frames have a large difference in quality. Website: www.expo.nl 
       Strengths: Popular with teenagers, large collection, relatively cheap

      Weaknesses: low quality frames, too colourful stores, they don’t  have their own product line
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EXPO Store Eindhoven 1                                                                        EXPO Frame                                             
Royal Zilverstad

Zilverstad is Holland’s largest manufacturer of silver and silver-plated articles, both as standard items and custom-made. Besides they import an extensive collection of (semi-) precious gifts in various qualities and price classes. Royal Zilverstad is market leader in silver and silver-plated gifts in the Netherlands and Belgium. Also, in other precious metals Zilverstad sets the tone. The designation ‘Royal’, which they were allowed to use, has recently been taken away and the company was almost bankrupt . They were saved and are now part of the ‘Bredemeijer group’. Probably our biggest competitor  when it comes to our slightly older presumed target group. On the other hand, the near-bankruptcy shows that the product isn’t in demand at the moment.  The Royal Zilverstad use to stand for luxury and elegance but the collection has been reduced and prices lowered. The price ranges   from 12 euro to 60 euro for ‘wedding lists’. Zilverstad attends many fairs and are also present at the Ambiente fair. Website www.zilverstad.nl 
        Strengths: Long standing history since 1875, good quality product, attends all major fairs to           promote their product, popular to frame ‘special event pictures’ like wedding, new born etc.

       Weaknesses:  Near bankruptcy, collection reduced, not as popular as they used to be
Present Time
Present Time is a brand factory specialized in wholesale gifts and home decoration items. Present Time’s mission is to allow contemporary design to add fun and a personal touch to life. In 2009 Present Time is the parent company of the following eight brands: pt, Bud, Silly, Wanted, Monskey, Brink, Karlsson and Leitmotiv. Present Time has a creative department which develops  new collections twice a year: the spring/summer collection which comes out in January and the autumn/winter collection which is launched in August.  Their frames are represented under their pt collection. Pt  is probably the most popular of all competitors and has a strong brand recognition, is widely available and  they aim for the same  segment as Luna does. Their frames are similar to other competitor Umbra and exists mostly of multiple image frames. They also make crossovers between product lines like a frame clock. Their prices range from 15 euro to 120 euro and they are available at the main department stores and many home deco stores. Present time is also very active in b-to-b sales. They have actual  fair ‘tour-schedules’ where you can find information on which fairs they are attending (pretty much all available fairs). Website: www.presenttime.com 
       Strengths: popular, strong brand recognition, widely available, successful b-to-b sales and attending many fairs
      Weaknesses: mostly multiple image frames, huge collection including bad crossovers like the frame clock (portrayed below) 
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Zilverstad Frame                                                           Pt Clock/Frame                                  
Conclusion Competitor Analysis

Umbra is the strongest competitor for Luna frames on the Dutch market. In the same high-priced segment, good quality, design and available at up-market  shops such as de Bijenkorf department store. A great part of our customers will also be interested in Umbra because of its innovations and references to Dutch Design, which is for most of the customers in our target group an investment or simply too expensive. Expo’s own brand frames are likely only a threat within the group of our younger target group customers (25-30), when looking for a frame as a gift because of the price and accessibility. Zilverstad on the other hand, will be a threat for us when it comes to the slightly older customer in our target group (45-55).The Zilverstad frames are high-quality silver frames  but lower in price and pretty much all the same in different sizes. Some  customers may like these particular frames for framing pictures of their (grand)children, wedding pictures or other nostalgic memories. Pt is very hip and cool but I know the products well and they are just hyped. Nice for youngsters, great gift, but I think most people looking for a frame would rather choose a Luna frame because pt doesn’t have a unique selling point anymore since more and more frames are the same multiple image style but much cheaper.
Industry Analysis
To get a better view on the possible dangers of entering a new market and determining a competition strategy I will use Porter’s five forces model . 

Porter's five forces analysis is a framework for the industry analysis and business strategy development developed by Michael E. Porter of Harvard Business School in 1979. It uses concepts developed in Industrial Organization (IO) economics to derive five forces which determine the competitive intensity and therefore attractiveness of a market. Attractiveness in this context refers to the overall industry profitability. An "unattractive" industry is one where the combination of forces acts to drive down overall profitability. A very unattractive industry would be one approaching "pure competition". (Source: Wikipedia, the free encyclopedia) 
Porter’s five forces model
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Threat of New Entrants (-/+)

If Luna proves to be quite successful with the product others will soon follow and imitate the product. If they are copycats with non-colonial wood and bad pictures, their threat isn’t too big because the customer goes for the whole product (luxurious green design). At the moment most of these frames are hideous because of the bad wood (like ship-wreck wood in India), non-craftsmanship which makes the frames weak and often full of ugly cracks. When serious entrants with quality wooden frames  enter the market than Luna design needs to be one step ahead.

Bargaining Power of Supplier (-)

At this moment Luna’s  suppliers are the homeless of Cape Town, South Africa and they are in no position of bargaining. Luna rewards them fair, sometimes even too generous and they know it . The suppliers are always  in need of cash and will always do their best to scrape some timber together to make some money.  At the moment Luna Design also has a lot of stock on their farm in Hopefield. Maybe in the future when production goes up and more wood is necessary, then Luna may feel that they become too reliable on their supplier and the bargaining power could go up.
Bargaining Power of Buyers (-/+)

Direct buyers                                                                                                                                                                                   Luna Design’s buyers are operating on a big open market (European Union) and within this market free trade is allowed. This means that Luna should make solid contracts with their buyers  to  prohibited them legally from selling the product on other markets than the appointed one. This in order to prevent that other buyers on other markets are disrupted in their sales and which gives them power to ask for discounts and/or lower wholesale prices. 
End user                                                                                                                                                                                              This is a hand-crafted frame with a quality picture in it, made in South-Africa. Because of this uniqueness, when buying a Luna frame, buyers will consider the green label and its design and  are willing to pay its price. The buyers will go to design stores, home decoration shops or other luxury stores to obtain a Luna frame so they probably expect the product to be  of a certain price. 
Threat of Substitutes (-/+)

At the moment, the biggest threat are substitute material frames. Even though they are mostly plain silver or plastic. Also  when people are looking for a frame (any frame) and let the price determine then Luna Design will probably lose the battle. Luna frames are unique, have a great story and are design pieces. Therefore substitutes are much likely not in the customers ‘mind when buying the product. Other substitutes  like digital frames  or wall art are not much of a threat  because they serve a whole other purpose. Digital frames because are standing and mostly display multiple images in a slideshow and wall art like paintings are mostly from a whole different price level.

Intensity of Rivalry (+/-)

Luna can enter the market without having the fear of rivalry. But the intensity of rivalry can be become considerably present. Especially if Luna is doing well then substitute framing companies will go and try to create their own post-modern rustic frame line. Also if Masjien  company feels the need to export to more European countries, it could  try and rival Luna on the Dutch market . 

Conclusion
Luna is in power for now when it comes to the suppliers. Also regarding buyers, Luna should make sure they keep a close eye on all their buyers and existing distributors when it comes to selling the product correctly and only in their own ‘distribution territory’.  This is to prevent buyers from losing money and risking a lower wholesale price and less demand. Entrance of new competitors on short-term notice is very unlikely because of the uniqueness of the used material. The chance that Masjien enters the Dutch market is also very unlikely but all is possible. Substitutes can pose  a threat but I expect that this happens after Luna’s segment group already bought a Luna Design product and are looking for something else.
Industry trends and new developments                  
 Digital photo frames are very popular at the moment. However this trend is already  wearing off a little bit because the digital frame has a different purpose than the ‘classic’ or original photo frame. Most customers don’t hang them at the wall and because it runs on electricity, many customers don’t have them on all the time. The home decoration function therefore isn’t that great.                           Also many people own a digital camera and uploading pictures was never so easy. The newest trend is to print your pictures on canvas and hang it up your wall as personalized home deco. Luna should watch this trend and maybe produce frames which can hold these large sized pictures.
Distribution Analysis
There are several ways to enter a foreign market via a distribution channel. Luna Design needs to determine which channel is the most suitable to enter the Dutch market. Luna doesn’t have money to invest themselves  and no contacts in the Netherlands yet. These are the 2 most important issues to  consider when making this decision. There are also other distribution issues that need to be tackled. This analysis will help to determine the right entry strategy which can be found further  on in this export plan. 
Length of the distribution channel

Direct channel: manufacturer -> consumers                                                                                                            Short indirect channel: manufacturer -> retailers -> consumers                                                                              Long indirect channel: manufacturer -> distributor/wholesaler -> retailers ->consumers
The length of the distribution channel is a part of defining your entry strategy. Direct export is not possible for Luna Design as it is too expensive and high risk. Selling directly to the retailers would only be beneficial if Luna Design only has a one or two retailers in the Netherlands. This would not be enough to reach all of your target groups properly. Indirect export through a distributor or intermediary –e.g. agent or wholesaler- will be the way to sell the product.
Type of  retailers 
As a small manufacturer of frames  Luna  would like to be available in all the big department stores nationally, but this may not be realistic. We need to consider then, both who will be willing to carry their  products and whom we would actually like to carry them. The ultimate consumer holds the key of choosing the right channel. The consumer target groups where the company wants to focus on are of great importance.  

‘Luna’s customer is a Dutch woman aged 25 to 55 with a higher education level  (college or university) and having a household income of minimal € 30000 per year and who are design and décor conscious consumers.  A small group can be targeted as green aware and very interested in fair trade products and travelling the world.’ 
 Luna should sell at home decoration stores, design shops and fair trade stores. As Luna has no contact on the market, a channel who has  market knowledge and established contacts will be most  preferable.
Distribution intensity

There are three broad options - intensive, selective and exclusive distribution
:
Intensive distribution aims to provide saturation coverage of the market by using all available outlets. If one brand is not available, a customer will simply choose another.
Selective distribution involves a producer using a limited number of outlets in a geographical area to sell products. An advantage of this approach is that the producer can choose the most appropriate or best-performing outlets and focus effort on them. Selective distribution works best when consumers are prepared to "shop around.
Exclusive distribution is an extreme form of selective distribution in which only one wholesaler, retailer or distributor is used in a specific geographical area.                                                                                                       
Luna Design is best off with exclusive distribution for now. First of all, we must consider what is realistically available to Luna Design. Intense distribution is more likely used for mass products and even selective distribution would mean that Luna Design needs to make use of several intermediaries or distributors in the same region. This will not be good for Luna’s products because all will be eager to sell their products to the same group of retailers. If these retailers  are saturated than the channel members will probably go on and sell the frames for lower prices to other –cheaper- outlets. This could mean brand damage for Luna as they aim for uniqueness and high quality. This means that just one intermediary or distributor for the Netherlands needs to be selected.
Cargo transport  
The Netherlands has a suitable geographic location because of the port of Rotterdam which is the largest port of Europe and has great accessibility to the main land. Shipping from  Cape Town to Rotterdam  will take around 3 to 4 weeks by sea carriage and 2 days by air. As shipping by air is way too expensive, this should only be used in case of emergency or at request of the buyer.
Conclusion
Luna should make use of an intermediary or  distributor, the chosen channel needs to have market knowledge and established contacts. There should only be one for the region, in this case, The Netherlands. Looking at  retailers  suitable for selling the frames, Luna should be sold  at home decoration stores, design shops and fair trade stores. Luna can ship the product from order  to the distribution channel in 4 to 5 weeks.
SWOT Analysis
	Strengths

	            Weaknesses

	S1 A unique design product – at the moment only quality supplier locally and internationally                                          
	W1 Insufficient (production) capacity/space 

	S2  High quality product in diverse product varieties
	W2 Lack of production cycles

	S3  Good reputation – regular customers with repeat   orders
	W3 Niche market - Not much growth on home market

	S4 Market leader on home market
	W4 Poor financial management

	S5 Always one step ahead of their competitors
	W5 Financial reliability on biggest client Loads & Living

	S6 Rapid business growth 
	W6 English distributor is unreliable with placing orders and distributors are other main income

	S7 Great knowledge and know how of the business
	W7 Not enough money to invest suitable amounts for expansion

	S8 Cost advantage through newly implemented technologies such as new wrapping machine and printer 
	W8 Distance to new markets relatively large

	S9 Production farm in Hopefield and own factory in Cape Town City bowl
	W9 Office culture is not sufficient at the moment  - Books, finance and administrative tasks must be controlled better

	S10 Ability to produce high volumes
	W10 There is no knowledge of the Dutch market  and no brand recognition on this market which would need to be build 

	S11 The high quality and sometimes rare pictures in the frames and their themes (African,50’s etc.)
	

	S12 Successful ‘try-out’ distributorship with German distributor
	

	S13 Boss and higher staff personally involved with all orders
	

	S14 Ecological reliable or  ‘green’ company
	

	S15 Sought after by Magazines for spreads
	

	S16 Suppliers of the wood – the homeless- gives company a ‘human’ face
	


	Opportunities






	Threats 

	O1 the growth of the “green” movement and heightened environmental awareness has brought greater emphasis to natural materials for home furnishings in recent years

	T1 Relatively unknown product



                              

	O2 Dutch economy is getting  positive forecasts                                              
	T2 No company reputation in The Netherlands

	O3 Distributors are great way to enter the market without making too many costs.
	T3 High priced product

	O4 No real competition yet on the market and there no indication that they will enter soon
	T4 Licensing fees and  trademarks on some of  the pictures used for the frames could turn into legal trouble

	O5 Even though in a recession consumers are still spending relatively much on home decoration 
	T5 Luna has no contacts on the market yet

	O6 Africa & African products are becoming popular because of the many European consumers whom travelled to the continent and continued popularity on travel programmes
	T6 The recession need to be monitored because it could oppose a threat

	O7 Consumer tastes in house-wares and home furnishings are becoming more sophisticated, as potential purchasers now pay more attention to design, style and quality
	T7 When using distributors Luna gives the control over their products and brand reputation out of hand

	O8 Dutch retailers are likely to look to global sourcing to provide ethnic and regional designs
	

	O9 A Dutch distributor is already interested in presenting Luna on the Dutch market
	

	O10 Entering the Dutch market should be fairly easy
	

	O11 Luna could create new products ‘Piet Hein Eek style (for continued growth on home market)
	

	O12 Distributor knows the market well and has access to the right contacts
	


SWOT Confrontation Matrix
	External→
Internal ↓ 
	Opportunities (O)
	Threats (T)

	Strengths (S)
	S1+S2+O4+O7: The product is quite unique from Africa and not yet seen on the market.
 Also the market is reasonably large, Luna’s target market is well represented and has a lot of purchasing power. 
S8+S9+s10+O4+O5: The combination of high quality product and lots of resources could make Luna a strong long-term player on the Dutch market. With the newly installed printer and Hopefield farm factory in mind, Luna could enlarge production volumes and provide enough for the Dutch market.
S11+S14+S16+O6+O8: The image and story of the Luna and its’ products are its strongest selling point. For the Dutch market, the image of the product (ecological quality, African art ) is very important. It is vital to keep this up.
S12+O9+O10: Luna already has experiences with distributors and these have been satisfying. The Dutch market will proven to be easy to enter and with the right contacts, the products should be in store quickly without too many costs for Luna Design.

	S1+S2+T2+T3: There is always a risk that  a group of customers finds the price of the product too high for this type of product. Also the fact that homeless people are supplying the wood and that there is lots of, will make that people will reject the product on the price because they could feel it ought to be cheaper.
S6+S10+T6: Luna Design should keep monitoring the recession very well. Be careful with producing high volumes for the Dutch market instantly if the product hits it off. Distributor might just lower his orders after a few production cycles and Luna would be left with storage costs. 
S11+T4: One of the biggest strengths, the photo within the frame is also one of the main concerns for the Dutch market. Licensing and trademarks laws are quite strict and Luna should be aware of placing pictures in the frames that are license/ and or trademark free.
S12+T7: When working with distributor, it is hard to control your brand reputation. Try and keep track.


	Weaknesses (W)
	W5+O2+O4+O5: As said before, In the Netherlands Luna’s target market is well represented and has a lot of purchasing power opposed to the domestic market. The Dutch market could bring more financial stability for Luna Design
W8+O3+O9: The distance to the Netherlands is large but with finding the right distributor and working with a solid contract, Luna should be able to pull it off and become a success.
W10+O3+O8+O12: Again, distributor should provide knowledge and be able to market Luna Design’s products onto the right channels. With Dutch retailers in search of ethnic and regional products trend, Luna Design could profit and gain instant brand recognition.
	W7+W8+T5: Be on top of good product & marketing management by your distributor(s) because he/she should make your product known to the market. The Netherlands is just too far away to regularly check in .
W9+T4: Without sufficient control over administration and regular checks on licensing and/or trademarks Luna Design could face legal issues on the Dutch market.
W3+T3: Luna should keep innovative and release new product lines from time to time to keep customers’  attention.


Strategy A: Brand name recognition is Luna’s first priority on the Dutch market. Focus on marketing is essential.

Strategy B: Don’t overdo production on the frames, rather produce a cheaper line for the mass market if product becomes very high in demand 
Strategy C: Make sure your distributor(s) is a professional that really knows the market and country laws well. Put down rules for your distributor and make him or her responsible for bringing the product onto the market so you stay out of trouble 
Strategy D: Have regular production cycles and be constant in  shipment. 
Strategic Options

Go/no Go Decision

After analyzing the internal, external and SWOT analysis for Luna Design, the decision has to be made to either enter the market or don’t. Based on this information I would like to give a positive advice. No direct competition, great prospects for the home decoration market, and seemingly the ‘globalization’ of home deco products which means that customers are in search of products from different regions from all over the world. Also, at the moment, Luna has enough stock and the production can be fastened by using the newly installed digital printer. However, while the positive overshadows the negative it has to be said that Luna doesn’t have much money to invest themselves in exporting products. This means that they are dependent on the distribution channel to make Luna Design a recognized name on the market. Therefore, Luna needs to set up a strict agreement with the selected channel to  make the entry a success. They also should  watch the ongoing recession even if  the industry  isn’t directly affected by it. If it continues longer, Luna could start to feel the consequences through decreasing demand. 
Growth Strategy

The Ansoff matrix presents the product and market choices available to an organization. Herein markets may be defined as customers, and products as items sold to customers (Lynch, 2003)          The Ansoff matrix is a useful framework for looking at possible strategies to reduce the gap between where the company may be without a change in strategy and where the company aspires to be (Proctor, 1997)
Ansoff Matrix

When looking at Ansoffs’ growth matrix Luna  should opt for  Market development on the Dutch market.  The current product, frames, are introduced onto a new market. For the long term, Luna should look into diversification.  Luna Design could have a strong brand image and for countries such as Japan where consumers are known to pay a lot of money for  exclusivity and new ‘trendy’ brands,  introducing a new Luna product exclusively on that particular market might bring some success. 

	
	Existing Product
	New Product

	Existing Markets
	Market Penetration
	Product Development

	New Markets
	Market Development 
	Diversification


Product-Market Focus

Introduction

To determine your core customer base, you need to well-define your market. Luna Design simply cannot serve all customers in the Netherlands. When using product-market focus you can define the market segments, identify target markets and choose the right market positioning.
Segmentation

Luna design orientates itself on the consumer market. I will use the segmentation table according to Kotler to give an insight in the market segmentation. This will give a clear view of the present market segments. Kotler describes four main segmentation variables namely  geographic, demographic,  psychographic and behavioral aspects.  Within, there are a huge number of variables that could be used for market segmentation in theory. They comprise easy to determine demographic factors as well as variables on user behavior or customer preferences.  I will leave out the variable geographic because we’ve already determined  that The Netherlands will be the new market and we will cover all regions within.

Demographic

For the demographic segmentation, there will be a division of age, sex, income and education, as seen below.
Demographic
	Variables 
	Dividing range

	Age
	<25  years old                                                                                   25-55 years old                                                                           >over 55 years old                                                                                                                                              

	Sex
	Male                                                                                     Female

	Income

	< € 35000 per year                                                             €35000-75000 per year                                                 >€75000

	Education level
	Lower school or less                                                                 High school graduate                                                     Vocational training                                                             Higher education  


                   Table 5: Division of Demographic Variables
As said in the customer analysis before, our  main segment definition should be:  a women aged 25 to 55 with a higher education level  (college or university) and having an income of minimal € 35000 per year. Other segments within the demographic  that can be interesting will be women over 55 years old because they mostly still work till their 65th or are housewives with purchasing power.  Older females will also likely to buy frames for their children or, if a grandmother, a special frame for their grandchildren. 
Psychographic                                                                                                                                                                    This type of segmentation divides the market into groups according to customers’ lifestyles.                          Luna Design customers will be independent women with  or without family, whom like to travel, have cultural awareness, enjoy life (e.g. nice dinners and sauna visits) and like to make a statement with their clothing, accessories, furniture and  other material goods.  Another group is oriented on living ‘green’, which means enjoying organic food, buying environmental friendly products to decorate homes, drive hybrid cars and try to live in harmony with nature as much as possible.
Behavioural aspects                                                                                                                                                                   Behavioural segmentation divides customers into groups based on the way they respond to, use or know of a product. For Luna Design the segments are: occasions, loyalty and benefits.
Occasions                                                                                                                                                                                    South-Africa, the homeland and operating base of Luna Design, is one of the top destinations for Dutch travellers. Our potential customers could notice the product in a South-African shop, hotel or restaurant and become interested. A trip to the country would be a perfected occasion to buy a Luna frame and within our target group there will definitely be a rather large group that will become familiar with Luna frames this way. Luna frames also make a great gift to give to beloved ones, family and friend. Also birthdays, anniversaries and other festive affairs  are a good occasion to buy a Luna frame. 
Loyalty                                                                                                                                                                               Loyal customers are very important to Luna Design. The product is easy to copy and can be offered for a much lower price. For Luna,  it’s useful to segment customers loyalty by looking at the amount of frames they buy every year over a period of 5 years. Customers that buy 1 to 5 frames over a year or more are probably occasional buyers. Between 5 and 10 per year are frequent buyers and over  10 frames per year are ‘Luna lovers’.  The last two segments are likely to be loyal to Luna Design. Why would these people so loyal?  As said, South-Africa is a very popular destination and travellers could cherish a Luna frame as it has memento.  When they know the product is also available in the Netherlands, they are likely to buy more frames there. Secondly, a segment within our target group is green aware. They’re part of a growing movement of people that try to live as ‘green’ as possible, which means a whole different way of living. They tend to spend lots on biological food and environmentally justified clothing and furniture. Luna frames can be justified as a ‘green’  product and obtain loyalty from this group.
Benefits Sought                                                                                                                                                                         Benefit segmentation requires marketers to understand and find the main benefits customers look for in a product. The main benefit segments for Luna Design are design, beauty, pure,creativity and ecological.  
Target groups

The ‘green’/ environmental aware segment
People who are taking the environment  in consideration with many or all purchases they make. Mostly these people are considered somewhat sober and ‘alternative’ but this is not true. A lot of famous Dutch young stars –e.g. Georgina Verbaan, Claudia de Breij-  are members of this group. They are often vegetarian, inclined with charities which support environmental causes and considered cool & hip. People follow this trend and Luna Design is a brand that fits in with the thoughts and ideologies of this group. They buy the products, -mostly the Classic Range- for their own home or as gift. Probably just one at the time and not many.

Design  segment
Dutch Design. It is becoming a worldwide phenomena. Jan de Bouvrie, Piet Hein Eek and  many more ‘Dutch Designers’ are bringing their typical style into the world. As Luna Design resembles Piet Hein Eek, Dutch minimalists love to embrace Luna’s frames. As speaking to a design loving minimalist, he told me: ‘This is the epitome of clean styling on a wall.’  They spend a lot on their home décor and probably buy everything within the range, from the rosaries to the triple jumbo frames. It is likely they will buy many to create the typical Luna wall with different sizes and shapes of frames.
Average Dutch woman segment
In the Netherlands there is a certain culture that can be described with the next saying: If the neighbours have it, I probably need it to. Within our segments there is a lot of buying power. Dutch women have a lot to spend in comparison to other females worldwide. People try to  outdo each other and a Luna frames is such a cool unique thing that, if becoming aware of it, people seemed to need to fit in with the rest. It happened with other products like ‘Von Dutch’ and ‘Ed Hardy’ caps, Apple Inc. products and the Dutch brand ‘Blond Amsterdam’ . They are all expensive but people seemed to stretch their budget because of the uniqueness and hip factor as seen by the green awareness group. They will buy one or two frames and either the stick to the brand and become regular customers or spend their money on the next  ‘unique’ thing. In this group you’ll also find the grandmothers, mothers who buy the frames to portray their own family in the lists.

Exclusive/Luxury segment
A small group of people- e.g. rich & famous- who are so smitten with the frames and probably are going to ask for other sizes (bigger) and other products (customized). Luna stopped doing customized orders in South Africa but should reconsider if distributor gets a request from a restaurant or hotel because of the marketing purpose and the price can be upped relatively high. Again Piet Hein Eek is very popular  but sells very expensive products. If Luna Design should get a request from a single customer to create a product  like a special frame, limited edition mirror or even a table, consider it.  Also part of this group could be magazines or television programmes who want to display the products.

Marketing strategy for segments
To determine the right marketing mix for the Dutch market, There are 3 segmentation strategies  which Luna should choose from:

· Niche/concentration marketing – this is concerned with targeting one particular, well-defined group of customers (a niche) within the overall market. 
· Mass/undifferentiated marketing – this is concerned with selling a single product to the whole market.  This strategy is based on the assumption that, in respect to the product in question, customers’ needs are very similar if not identical. 
· Differentiated/selective marketing – this is concerned with targeting each segment with a product with its own marketing mix designed to match the needs of the consumers within the segment. By tailoring products to meet consumer needs more closely, firms are likely to increase consumer satisfaction and generate a greater degree of consumer loyalty. 

At the moment, niche marketing will be the best choice for Luna. Niche markets can be targeted profitably by small firms who have relatively small overheads like Luna Design and, therefore, do not need to achieve the volume of sales required by larger firms. The main disadvantages of niche markets are that the potential for sales growth and economies of scale may be limited, and the survival of the firm may be seriously affected if sales begin to decline.
Targeting 
General Electric Matrix

GE Matrix or McKinsey Matrix is a strategic tool for portfolio analysis. This tool compares different businesses on "Business Strength" and "Market Attractiveness" variables. The size of the bubbles represents the market. This allows the business user to compare business strength, market attractiveness, market size, and market share for different strategic business units (SBUs) or different product offerings.

The GE / McKinsey Matrix is divided into nine cells - nine alternatives for positioning of any SBU or product offering. Based on the strength of the business and its market attractiveness each SBU will have a different position in the matrix. Further, the market size and the current sales will distinguish each SBU. Based on clear understanding of all of these factors decision makers are able to develop effective strategies.

(Source: http://www.mrdashboard.com/GE_Matrix.html)
For Luna Design I have used the  factors that I found most important to determine the variables and put the weight factor between 0.1 to 1. The scores are up from 1 to 5. This scorecard will lead to matrix, which you can find on the next page.
	
Weight factor (0.1 to 1)
	Scores (1,2,3,4,5)
	Average 
	Total score
	Maximum score

	
	Classic Range frames
	Classic Mirror
	Rosarie
	Chalk-boards
	Multiple image frames
	
	 
	 

	Market Attractiveness 
	 
	 
	 
	
	
	 
	 
	 

	Market Size (0.5)
	5
	2
	2
	3
	3
	3
	7.5
	12.5

	Market growth (1)
	3
	4
	3
	4
	5
	3.8
	19
	25

	Market profitability (0.8)
	5
	3
	2
	4
	4
	3.6
	14.4
	20

	Segmentation (0.2)
	4
	3
	2
	2
	4
	3
	3
	5

	Competitive intensity / rivalry 
(0.4)
	1
	3
	5
	5
	2
	3.2
	6.4
	10

	Total Market attractiveness
	
	
	
	
	
	
	50.3
	72.5

	 
	 
	 
	 
	
	
	 
	 
	 

	Competitive Position
	 
	 
	 
	
	
	 
	 
	 

	Relative brand strength (o.2)
	5
	5
	2
	3
	5
	4
	4
	5

	Distribution strength (0.5)
	5
	2
	3
	4
	3
	3.4
	8.5
	12.5

	Customer loyalty (1)
	5
	4
	2
	4
	4
	3.8
	19
	25

	Record of technological or other innovation (0.2)
	5
	3
	1
	2
	4
	3
	3
	5

	Relative cost position (1)
	5
	2
	4
	2
	2
	3
	15
	25

	Total competitive position
	 
	
	
	
	
	
	49.5
	72.5


For the matrix I have taken  the average score for all products  and translated  them in  charts.
	Market Attractiveness
	Competitive Position
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	Medium 
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	Low 
	Medium
	Medium Low
	Low
	


Classic Range frames - High market attractiveness, Strong competitive position                                                                                                                            The classic range scores best in every possible way. It is an unique and strong product and bound to become a success. This product will probably make up 60% of the sales.
Multiple Image Frames  - Medium High attractiveness ,Medium competitive position                                               Good score and can attract a lot of growth. Multiple image frames are very popular in the Netherlands at the moment. Competitors are  offering a wide range of multiple image frames but Luna Design’s unique frames and the fact that the frames come with actual pictures will give Luna an opportunity to make this product a success. This product will probably make up 20% of the sales.
Chalkboards – High market attractiveness, Weak to Medium competitive position                                                          Competitively not strong because our competition can probably assemble cheaper  but it is a very attractive product to offer on the Dutch market. Especially women with children would like this product. This product will probably will make up 8% of the sales.
Classic Range mirrors - Medium High attractiveness ,Medium competitive position                                                        The mirrors are an average product. Consumers don’t buy that many mirrors for their houses. The sales will no be very high in comparison to the frames but still be good. This product will likely appeal to all our segments. This product will probably will make up 10 % of the sales.
Rosaries  - Low market attractiveness- Medium  competitive position                                                                                           The rosaries are not a product many people would buy as first introduced to Luna or as a gift especially as the rosary can be perceived as a religious expression. This makes it a product for a relatively small group. Competitively it is a medium position as Luna produces them for a long time now and I have never seen something like them before. I doubt many producers could manufacture a similar product for the same or cheaper price. This product will probably will make up 2% of the sales.
Conclusion
The classic frames are winners, as are the multiple image frames. If Luna Design stays innovative and watch the market trends, these products should  both be a stayer.  The chalkboards can become possible winners but maybe need a little more pushing. Customers need to justify the higher price and this can be realized by telling the Luna story with this product. 
Putting the story on the back of the chalkboard would be an option. Although it isn’t a clear winner, the mirrors are worth to be taken up in the product range for the Netherlands because there will be demand for them. The rosaries are a good product too offer to an exclusive group but should be considered to be taken of the market if there is little interest the first year.
Product/market combination
Luna Design will bring the different types of frames, mirrors, crosses and chalkboard to the Netherlands. It is important to link all different items to the right target group together an overview what will be sold to whom.
	
	Market
	The ‘green’ aware segment
	Design segment
	Average Dutch woman
	Exclusive/Luxury segment

	Product
	
	
	
	
	

	Classic Range
	
	        √
	 √
	 √
	 √

	Multiple Image Frames
	
	
	√
	
	√

	Classic Range Mirrors
	
	       √
	√
	√
	√

	Rosaries
	
	
	√
	
	√

	Chalkboards
	
	        √
	
	√
	


Positioning 
Value Proposition                                                                                                                                    The  value proposition for Luna can be defined as follows: 
Timeless design picture frames of durable quality which are aesthetically appealing to a wide consumer base
	Target Product

Quality & green aware minded consumers of design accessories 



	Benefits

Unique, design, artsy, hard to reach same level of quality for other companies


	Value proposition

Timeless design picture frames of durable quality which are aesthetically appealing to a wide consumer base




	Company Product

Frames made out of reclaimed South-African timber with remarkable pictures in it.




To conclude, the positioning of the Luna products in people’s mind should be:  the best product out there when it comes to the design frames . Luna should use the pictures in the frames as a unique selling point.
Strategy
Competitive Strategy
Porters’ generic strategies

Porters’ generic  strategies are a good aid to determine a competitive strategy for your company on any market. The three strategies are  cost leadership, differentiation and focus. Please see Appendix B for a thorough explanation  of the strategies. For Luna Design, I would recommend differentiation as the best strategy for the moment.                                                                                                         Differentiation is aimed at the broad market that involves the creation of a product or services that is perceived throughout its industry as unique. The company or business unit may then charge a premium for its product. This specialty can be associated with design, brand image, technology, features, dealers, network, or customers service. Buyers loyalty can also serve as an entry barrier; new firms must develop their own distinctive competence to differentiate their products in some way in order to compete successfully. (http://en.wikipedia.org/wiki/Porter_generic_strategies, 2009) 
Luna Design customers will probably see the product as unique and unequaled, and be willing to pay a premium price. Also Luna Design can aspect customers tend to be brand loyal. This can provide considerable insulation from competition and thus an advantage for Luna Design in the long run.
          Porter’s strategies
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Luna Design will enter the Dutch market  with primarily one unique product; frames made out of reclaimed timber, which will be bought by several target groups.  The product isn’t made available at the moment by competition, but can easily be copied by others (probably with a much lower quality). Luna Design should be wary of using differentiation focus
  because this means that just parts of the segments are served and Luna should try to  serve more segments (having satiation in mind). This could mean that a cheaper line with another brand name should be released in the long term to stay on top of the Dutch market. Luna Design should make sure to create company awareness in the near future.  By doing so consumers will become familiar with the company, its products and most important the unique selling point which will lead consumers to buy the product:  high-end design, fairly made & green.

Value Disciplines 

Taking the positioning framework of value disciplines in consideration,  product leadership should be selected by Luna Design. Although product leadership is selected, this doesn’t mean operational excellence and customer intimacy should be neglected.  To maintain the position of the market leader, Luna should secure its position by keeping up innovation and also by being aware of market trends.                                               
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Below you can find four strategy pointers for Luna Design on the Dutch market: 

· Look  for a reliable partner/retailer

· Offer the same quality as on the home market 

· Stay innovative and keep revamping the product

· Make sure that the ‘Luna story’
 is heard because it is a big selling point. A large part of your target markets will see your story as the main reason to justify the price of Luna products

In addition, in order to successfully enter the Dutch market it is important that Luna Design  will execute the marketing communication mix properly , which is described a little further on  in this rapport. 

Entry strategy

As seen in the distribution analysis, the chosen channel needs to have market knowledge and established contacts. Looking at  retailers  suitable for selling the frames, Luna should be sold  at home decoration stores, design shops and fair trade stores.  We now have to determine which channel. 
There are several internal and external factors that determine our choice.
As said, Luna Design is a small company with  little  knowledge of the market in the Netherlands. Luna has no money to keep sales abroad under own supervision and thus needs to make use of channel who will be responsible for sales and marketing. Luna already works with distributors on some markets and is fairly positive about this distribution channel. Also the product doesn’t have a high service level and ships easy. When looking at external factors, the market size and growth is not profitable enough to start an own sales office in the Netherlands, this can be perfectly done by the chosen channel. At the moment, the Netherlands is in a recession which means that investing money would not be a smart move. The best solution for Luna Design is to have a channel that buys  large quantities directly off Luna and keep them in own account. Luna Design’s objectives for the Dutch market should be to gain a small market share and develop brand recognition. Based on all information gathered till now, I have selected two channels, namely the agent and the distributor. 
Agents

Agents are often an early step into international marketing. Put simply, agents are individuals or organizations that are contracted to your business, and market on your behalf in a particular country. They rarely take ownership of products, and more commonly take a commission on goods sold. Agents usually represent more than one organization. Agents are a low-cost, but low-control option. If you intend to globalize, make sure that your contract allows you to regain direct control of product. Of course you need to set targets since you never know the level of commitment of your agent. Agents might also represent your competitors - so beware conflicts of interest. They tend to be expensive to recruit, retain and train. 
Distributors

Distributors are similar to agents, with the main difference that distributors take ownership of the goods. Therefore they have an incentive to market products and to make a profit from them. Otherwise pros and cons are similar to those of international agents.
As Luna does not have much money, the agent could become too expensive and he/she doesn’t take stock in own account. Also, agents often represent more than 1 client which means they cannot fully commit themselves to putting the product out there. As a distributor does buy directly of Luna design, holds stock and therefore is more eager to sell the products quickly, the distributor seems like the right choice. Also a distributor  doesn’t  ask for a fee or commission but in contrary, invest themselves in your product to sell it. This will give the following distribution structure:
Luna design-> distributor -> retailers ->consumers
Luna has to find a distributor that has contacts with  home decoration stores, design shops and fair trade stores. At the moment there is already a distributor interested in introducing Luna Design on the Dutch market.
Distributor SWOT

	Strengths
	Weaknesses 

	· Has good product and market knowledge 
· Keeps stock                                                                      

· After-sales service                                

· Possibility to have local after sales   

· Good reporting after sales

· Speaks the language 
· Direct customer approach/payment
	· Luna has no influence on the retailers 
· Luna has no influence on the pricing

· Where one distributors is very good, another could be very bad. Quality  varies
· Luna Design has no direct contact with the customers




	Opportunities
	Threats

	· Become a company representative 

· Ability to bond with the company by offering after-sales training

· Ability to visit the retailers as well as Luna regularly 

· Developing marketing activities together with Luna
	· Luna has no direct contact with the market
· Luna has no own knowledge/influence on market developments
· Distributor could take focus of Luna Design and invest time and money in other product


SWOT conclusion

As a distributor has many advantages, there are some down sides. To limit the weaknesses and threats of the distributor as channel Luna Design should make sure that:

· Distributor takes regular stock ,gives an estimated turnover, visit at least one fair per year;

· Distributor keeps in regular contact with Luna concerning clients and market developments
· Distributor has not too many other products in his/her portfolio

· Distributor knows the branch very well and has experience in this particular branch.

· Luna signs distributors for no more than one year 
Conclusion

Luna will use indirect export to market the product into the Netherlands. A distributor will be selling the product onto the smaller shops. Luna is relatively far away from the Netherlands and the company is not in the position to bi-monthly send a sales representative around the world to secure deals and get the product in the shops. A distributor seems like a safer choice than an agent and less problematic for Luna’s management. The distributor holds its’ own stock and has to sign a contract  where is clearly stated that he/she cannot act like an agent. Also before even signing the contract, potential distributors will get an ‘appointment of distributorship’
 so they can see what they will be dealing with  whilst distributing for Luna. For example, distributors are obliged to take part in at least one fair per year.  On top of that we created a customer ranking system as a way to control the distributors. If you’re ranked in the bottom top 3 and stay there too long you will lose your distributorship. Also,  all contracts start out on a one year base. After the first year a thorough evaluation will follow and depending on performance a limited exclusive or full exclusive distributorship can be offered to the distributor.
Push- or Pull Strategy?

When it comes to selling the product on the market, Luna Design should make the distributor use a push strategy. A distributor, which will be obliged by contract to market the product rightfully should have a stand on a fair at least once a year, and also, the product should be promoted by him or her. Luna must overview the distributors’ marketing efforts and correct them when they’re a not living up to Luna standards. Distributor should be able to present the Luna Design website in Dutch, the Dutch consumers then can easily read the story behind the frames.

In conclusion of the entry strategy, there are a few points which could be a matter of significance for a successful market approach :

· Make sure you have good and liable contacts on the market
· Always check your possible business partners thoroughly 
· Make sure all legal matters are take care of before entering the market
· Invest (time and money) in proper preparation

Marketing Mix 

After selecting our segments and determining the entry strategy, we will now have to work out a way to communicate Luna Design on to the Dutch market. The selected marketing strategy is niche marketing.
Product
The products for the Dutch market are the Classic Range , the Multiple Image Range, rosaries, chalkboard and mirrors. This should be enough variation of frames available.
Products overview
Classic Range
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Within the classic range there are 10 different sizes of frames, with each different sets of photo themes e.g. African people, boats, the fifties. This is the most sellable range and most likely to become the most popular among Dutch customers.
Multiple  Image Range
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In this range there are 4 different sizes of frames, two triple photo frames and two double frames. These products are bigger than the frames in the classic range. These frames also come with different photo themes.
Décor Item: Rosaries
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The rosaries are available in only two sizes , small & large
Mirror Range
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Luna will present an A3 size and square mirror for the Dutch market too start off with. After the 1st evaluation of the market, Luna should consider widening  this product range. 
Chalkboards


The chalkboards are outside South-Africa available to all customers.
Quality

The product quality is very important to Luna Design. Customers also expect the quality to be high considering the price and material use.
Presentation
Luna should instruct the distributors for the Dutch market when it comes to the presentation of the product. Image and branding is key factor to the success of Luna Design in The Netherlands (and presumably other European markets.) The product should not only be recognizable for the segments but also create a certain feeling with them. The distributors should obligate  the retailers they sell the product to that they make use of the crates Luna sends the frames in and try to recreate the diversity of frames on the wall in their store which  Luna often uses in magazines spreads. The image below is taken from a store in Zierikzee, a  small Dutch tourist city and should be the standard for retailers to show the product. This will create recognition of the product and brand within and outside the segment.
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Luna frames on a wall in Dutch store 1
Price
Luna doesn’t sell directly to retailers or customers. There is solely selling to distributors. Luna Design will sell in South African Rand prices because of the fluctuations between the ZAR and the Euro makes it easier to stick to ZAR prices. Hereunder  is the international price list for Luna products. The prices are in South African Rand excluding VAT.
	Classic Range


	Classic Range Mirrors


	Multiple Image Frames


	Décor Items



	Mini                        43.50

Jumbo Photo         75.00

A5 Square             92.50

A5                       110.00

A5 Plus               150.00

A4 Square          130.00

A4                      150.00

A4 Plus              175.00

A3 Square          175.00

A3                      200.00

	Square Mirror      

310.00

A1 Mirror                 544.00

	Double Jumbo Photo 230.00
Triple Jumbo Photo 240.00
Double A5 

260.00
Triple A5                  310.00

	Oversize Rosary small 75.00
Oversize Rosary large 90.00



Luna International Price List in ZAR 1
Discounts                                                                                                                                                                            Luna could award distributor a 10% discount when ordering more than 5 million ZAR in orders per year. 
Pay conditions                                                                                                                                                     Distributor should pay at least 25% in advance and pay full amount upon receiving the goods. Furthermore, all prices are ex-works and Luna Design delivers  the goods to distributors’ appointed carriers, but do so without prejudice. e.g. if distributors’ carrier is in Durban, Luna Design will not deliver for free. 
Customer price

Luna Design products are from high quality and a high price which comes  with that quality. Luna’s segments are willing to pay the higher price as it fulfills their needs for various reasons. The retail prices will probably range from around €25 to €90. This means that Luna is not much more expensive than their competition and thus has no disadvantage nor advantage price wise.
Promotion
When it comes to selling the product on the market, Luna Design should make the distributor use a push strategy. A distributor, which will be obliged by contract to market the product rightfully should have a stand on a fair at least once a year, and also, the product should be promoted by him or her.
Luna currently has a website  and has visited fairs throughout Europe and will continue to do so. However  the distributor shall use its best efforts to promote the sale and distribution of the products in the Netherlands . 
The distributor should use following promotion tools to make Luna’s entry on the Dutch market a success : a website, brochures, trade fairs visiting and try and get Luna magazine spreads.                                                                                                                                 
Trade Fairs

The distributor should attend at least one national trade fair per year. This will be stated in the agreement between Luna Design and the distributor. There are many big fairs in Holland concerning home deco & lifestyle such as ‘De Woonbeurs’ in Amsterdam in October  or the more posh Amsterdam Exclusief Home & Lifestyle Beurs  in April. There is also a Dutch Design week every year organized in Eindhoven where more than 1500 designers come together to show their products. Could be interesting to take the product there as it is not only anticipated on Dutch creations but also to show different uses of material and products.
Website

There should also be a Dutch website for retailers and customers.  The website should include all product lines available in the Netherlands as well as contact information from the distributor for potential clients and media. Also, Luna’s story should be there and the stories of Luna Design employees. For some of our segments, the high price of the frames will be accepted if they know the story behind them and the production process. It will even persuade a segment group or retail client  just to buy these particular frames because of how there are made.
Brochure

Furthermore a brochure with all product lines available, contact information and –again- Luna’s story should be available in Dutch for all retailers.

Magazines  
Magazine spreads are the most important promotion tool for Luna. There are several  Life & Style magazines in the Netherlands which are attractive to have a spread  in. There is a wide array of them and too name them all would be too much. The most read and popular ones are listed below. 
· VT Wonen (Home deco magazine)

· Elle Wonen (Home deco magazine)

· EigenHuis & Interieur (Home deco magazine)

· Linda (Very popular lifestyle magazine for woman aged 25- 60)

· Marie-Claire (Lifestyle magazine)

Distributor should be provided with samples for such spreads because it is an easy, cheap and very effective way of gaining attention of retailers and most important customers.
Place
Luna Design is best off with exclusive distribution for now. Intense distribution is more likely used for mass products and even selective distribution would mean that Luna Design needs to make use of several distributors in the same region. This will not be good for Luna’s products because all will be eager to sell their products to the same group of retailers. If these retailers  are saturated than the channel members will probably go on and sell the frames for lower prices to other –cheaper- outlets. This could mean brand damage for Luna as they aim for uniqueness and high quality. This means that just one distributor for the Netherlands needs to be selected.
The distribution channel for export to the Dutch market is as follows: 

Long indirect channel: Luna -> (Dutch) distributor -> retailers ->consumers
Distributor
As a distributor has many advantages, there are some down sides. To limit the weaknesses and threats of the distributor as channel Luna Design should make sure that:
· Distributor takes regular stock ,gives an estimated turnover, visit at least one fair per year;

· Distributor keeps in regular contact with Luna concerning clients and market developments

· Distributor has not too many other products in its portfolio

· Distributor knows the branch very well and has experience in this particular branch.

· Luna signs distributors for no more than a year 
The Appointment of Distributorship is found under Appendix C.  Luna Design monitors their distributors very carefully and distributors can lose their license if not living up too Luna Design’s standards and rules. Thus Luna Design doesn’t have a physical office nor own stock in the Netherlands. For now this is the best  solution and the most profitable.                                                                                                                  All contracts start out on a years’ basis. After the first year a thorough evaluation will follow and depending on performance a limited exclusive or full exclusive distributorship can be offered to the distributor. 

Type of  retailers 
 Luna should try and make distributor sell at home decoration stores, design shops and fair trade stores and, if possible, at the big luxury department store ‘The Bijenkorf’ . 
Transport & Logistics

Luna ships the orders to Europe and sometimes when a client asks for it via airfreight. This is highly expensive and only necessary in case of urgency. The shipping takes up to 4 or 5 weeks and goes from Cape Town to the Port of Rotterdam. What Luna needs to do is start collection orders from all European distributors bi- or tri-monthly and ship all European orders out at once. It will still not fill up a 24 metre container but it saves costs and the company can run better and more orderly production cycles. Luna Design is making use of the Incoterm  Ex-works (The seller makes the goods available at his premises. The buyer is responsible for all charges). This term may be the easiest to administer, however may not be in Luna’s best interests. There is no control over the final destination of the goods. Now, with only a few distributors, it will be OK to use Ex-Works but when you have more distributors and sales are up, clients  with bad intentions could try and sell the goods in more profitable markets without your permission . You don’t know if it is going to the Netherlands or Dubai or the States.  Luna Design should take a second look at Incoterms FAS and FOB because these come with an invoice and receipt on distributors address.
Storage
Luna is now making use of a storage depot as showroom, the farm in Hopefield for the frame mouldings, wood storage and guitar business and at the factory in Woodstock, Cape Town, products are finished, management is there as well as administrative tasks . I would twist everything around. When the opportunity comes, sell the Woodstock Factory, invest the profit you make in the Hopefield farm and make that your factory for all production lines. Ditch the storage depot you have know and build one on the farm. Rent a small office for management purposes only in- or just outside Cape Town.  Make sure that administrative work is done here as well as the reception of distributors, clients and media. Also make here a little storage room or just one wall with racks were people can flip through the frames.
· Hopefield – Factory and main storage depot

· Cape Town office – Management tasks, administration and reception of clients etc. Small storage depot
Other P’s                                                                   
People
Since distributors are obligated to sign a Distributors’  Agreement which clearly states that they are the representatives of Luna Design in their area, they will take on all responsibility for the product upon delivery . This includes the display, marketing  and selling of the product. What Luna could do in the future is too employ a representative for Luna Europe. This person could be the representative for Luna and solve immediate problems concerning stock and orders. This representative could also visit clients of the distributors in their countries to see if distributor is holding up his/her end of  the deal and visits fairs, treats clients well, hold stock properly etcetera.  CEO Mark Fanner will be the contact for all international distributors including the Dutch.  He is also representative for Luna Design  when it comes to  the agreements, problems  -e.g. with shipping-, brochures and fairs.
Process
Luna should make sure distributor can always contact South Africa concerning problems or stock. Therefore the contact person (in this case Mark Fanner) should always be available. If not available a second in command (Steve or Brian) should also be listed as contact. If international orders will increase further, Luna should consider making an intranet site where distributors from all over the world can place orders, see their order status and make payments directly online.
Problem Solution
This is not a very important P for Luna as distributors have to deal with legal, logistic and financial problems within the Netherlands. Distributor will pay 19% vat in the Netherland for the products and any deal or contract they close with retailers within the Netherlands will be their own responsibility. 

Physical Evidence

Establishing and maintaining appropriate, attractive and accessible premises and facilities for the display and demonstration of the Luna products is obligated for distributor. Again, brochures, a clear website and preferably a showroom by distributor are necessary to get the products and Luna as brand out there.
Budget
Fortunately as Luna works via a distributor, a big budget isn’t necessary. Therefore the budget for the exporting to the Netherland are mainly costs that are to be made for production and more international calls, overtime by employees, fairs in Europe etc. Because this is a budget overview I left out all fixed costs as they shouldn’t be influenced much because of the use of a distributor. The following costs are estimations. They are based on figures taken from Luna Design’s annual financial statement.
	Luna Design budget for the Netherlands

	Expenses  (variables)
	Income (variables)

	Sample frames                                                                                      R1500
	Distributor                            R250.000*

	International communication                                                         R5000 phone/invoices 
	DTI (possible)                        R15.000

	Extra transport costs                                                                           R3500      
	

	Staff overtime costs  (year’s basis)                                            R70.000                         
	

	Fair visits   (only DTI sponsored)                                                                                     R30.000
	

	Total variable costs                                                                     R110.000
	Total variable income      R265.000


*Minimum order for the first year
 Department of Trade and Industry 
With this export policy plan and the company owners experience, the South African DTI could maybe assist with the costs. This could be an extra incentive for Luna Design to go through with exporting to the Netherlands.
Expected profits Luna Design
As distributors hold own stock, I project that the first year distributor will take minimum order unless hitting it off immediately. I believe that Luna Design products have the potential to become a sought-after product if being promoted well. Luna Design sells frames for 4 to 17 euro and looking at the retail price of 25 to 90 euro there is a gross margin for the distributor. I expected a first year turnover for the Netherlands of  ZAR 300.000 based on the positive feedback on the products from family & friends and many Dutch interns and expats in Cape town. If the product picks up and gets sold at the right places, I expect a turnover of  ZAR 450.000 for the second year.
Legal Aspects

Distributor agreement
The distributor agreement serves as a legal protection of Luna Design  CC and Luna Design products. To show potential distributors that they cannot just make up their own rules, Mr. Fanner and I also drew up an appointment to protect Luna from greedy distributors and to maintain a certain power over the distributors , to prevent them from ruining Luna Design as a brand on export markets. Before even being awarded an agreement, the distributor first have to sign and follow the appointment. The following points are entered in the agreement to  assure Luna’s assets: 

· The form of distributorship, authorized, limited  or full exclusive 
· Order Placements – ordering certain quantities, distributor should give projections
· Stock

· Expected Turnover

· Prices

· Delivery
If distributor agrees with the appointment and Luna Design is happy with distributors’ sales, then an exclusive agreement can be signed.

European Law 

The Netherlands is part of the European Union since 1993. Since then a lot have changed. The Union works together as a economic block which makes exporting goods to the Netherlands  a European  matter. Prices for export outside the EU are made up of EU tariffs. Next to that EU law always surpasses Dutch Law. Keep this in mind.                                                                                                                              
European trade 
‘When the country of origin of the goods which are exported to The Netherlands is                               not part of the European Union, customs duties are calculated Ad valorem on the CIF value of the goods, in accordance with the Common Customs Tariff (CCT).’ ’                                                                              (Export Enterprises, 2006).

Import Duties
When importing goods into the EU, have to pay import duties. You pay the import duties on a 'basis of assessment'. This amount is the same for all EU countries. It therefore makes no difference whether you import a good into the Netherlands or into France; in both cases, you pay the same amount in import duties. The other import taxes (such as VAT or excise duties) differ from one Member State to another. The import duties can be calculated on the customs value. In that case, you pay a percentage of the customs value as import duties. The level of that percentage depends on the kind of product you are importing. If the import duties are calculated in this manner, they are called 'ad valorem duties'. The customs value is the price paid for the export of the goods to the EU. In Luna’s case, the distributor will take care of this.
VAT rate

The VAT rates in The Netherlands comprises 19% as a standard rate and 6% for reduced rates.             For Luna Design products the VAT will be 19%.
Implementation plan 

The implementation plan will  give an idea in which way the company can turn this plan into results. The  plan found here gives a view for the next two years.
March 2009 to November 2009                       Choose distributor and plan arrival on Dutch market
November/December 2009                               Translate brochures  and website to Dutch language
February 12-16  2010
 12-16 February Ambiente Fair in Frankfurt
February to April 2010


 Try to get magazine spreads, distributor should get first stock



                   and showroom ready. Send samples out to potential clients
April 2010 to September 2010
Distributor should continue to actively visit and mail potential clients to get steady customer base. 

September 25th  to 3rd of October 2010       Woonbeurs’ Amsterdam, big and important fair in the   Netherlands concerning Home Deco

December 2010
First evaluation with distributor, maybe product extensions for Dutch market


February 2011                                                          Distributor should visit ‘De Huishoudbeurs’ in Amsterdam. A large group within our segment visits this enormous fair.
April 2011                                                                  Second evaluation and check if distributor can be awarded full distributorship for another year. Try again campaigning to get Luna Design frames in magazines and other media
Evaluation & Control 
Annual sales targets have been set for all international distributors.                                                                    They should take at least R250.000 in orders for his/her own account (stock straight out of the factory for distribution to independent stores by the distributor),  or when piggybacking at least R750. 000 in orders. The distributor should give projections for a year. If distributor fails to give his/her projections less stock will be reserved for Distributor. Also Distributor will drop on Company’s Customer Ranking and when hitting  the bottom three on the Ranking, Distributor might be replaced.
Recommendations
In  5  to 10 years from now Luna should strive to be  widely available on at least 5 different foreign markets with their core products and be market leader  on at  least 3 of these markets. Market share on the home market should be at least 80 percent based on new products, basic –cheaper- lines and wide availability. New products will involve  tablet stands and covers (such  as iPad), candle holders  and  trays.                         

Many people own a digital camera and uploading pictures was never so easy. The newest trend in the Netherlands  is to print your pictures on canvas and hang it up your wall as personalized home deco. Luna should watch this trend and maybe produce frames which can hold these large sized pictures.

I would like to give a positive advice on entering the Dutch market. No direct competition, great prospects for the home decoration market, and seemingly the ‘globalization’ of home deco products which means that customers are in search of products from different regions from all over the world. Also, at the moment, Luna has enough stock and the production can be fastened by using the newly installed digital printer.

When looking at Ansoffs’ growth matrix Luna  should opt for  Market development on the Dutch market.  The current product, frames, are introduced onto a new market. For the long term, Luna should look into diversification.  Luna Design could have a strong brand image and for countries such as Japan where consumers are known to pay a lot of money for  exclusivity and new ‘trendy’ brands,  introducing a new Luna product exclusively on that particular market might bring some success. 

The classic frames are winners, as are the multiple image frames. If Luna Design stays innovative and watch the market trends, these products should  both be a stayer on the Dutch market.  The chalkboards can become possible winners but maybe need a little more pushing. Customers need to justify the higher price and this can be realized by telling the Luna story with this product. The mirrors are worth to be taken up in the product range for the Netherlands because there will be demand for them.

For Luna Design, I would recommend differentiation as the best competitive strategy for the moment.  Luna Design will enter the Dutch market  with only one unique product; frames made out of reclaimed timber, which will be bought by several target groups.  The product isn’t made available at the moment by competition, but can easily be copied by others (probably with a much lower quality). Luna Design should be wary of using differentiation focus  because this means that just parts of the segments are served and Luna should try to  serve more segments (having satiation in mind). This could mean that a cheaper line with another brand name should be released in the long term to stay on top of the Dutch market. 
When looking at the value proposition, product leadership should be selected by Luna Design. Although product leadership is selected, this doesn’t mean operational excellence and customer intimacy should be neglected.  To maintain the position of the market leader, Luna should secure its position by keeping up innovation and also by being aware of market.

Luna should make use of a  distributor,. Luna Design is best off with exclusive distribution for now. This means there should only be one distributor for the region, in this case, The Netherlands. 

Looking at  retailers  suitable for selling the frames, Luna should be sold  at home decoration stores, design shops and fair trade stores . Luna needs to set up a strict agreement with distributor to  make the entry a success. Also , regarding the buyers, Luna should make sure they keep a close eye on all their buyers and existing distributors when it comes to selling the product correctly and only in their own ‘distribution territory’.  This is to prevent buyers from losing money and risking a lower wholesale price and less demand.  If international orders will increase further, Luna should consider making an intranet site where distributors from all over the world can place orders, see their order status and make payments directly online.
When it comes to selling the product on the market, Luna Design should make the distributor use a push strategy. Distributor should be able to present the Luna Design website in Dutch, the Dutch consumers then can easily read the story behind the frames. Luna could award distributor a 10% discount when ordering more than 5 million ZAR in orders per year
The chosen products for the Dutch market are the Classic Range , the Multiple Image Range, rosaries, chalkboard and mirrors. This should be enough variation of frames available. The distributor should use following promotion tools to make Luna’s entry on the Dutch market a success : a website, brochures, trade fairs visiting and try and get Luna magazine spreads.                                                                                                                                 
What Luna needs to do is start collection orders from all European distributors bi- or tri-monthly and ship all European orders out at once. It will still not fill up a 24 metre container but it saves costs and the company can run better and more orderly production cycles. Luna Design is making use of the INCO term  Ex-works (The seller makes the goods available at his premises. The buyer is responsible for all charges). This term may be the easiest to administer, however may not be in Luna’s best interests. There is no control over the final destination of the goods. Now, with only a few distributors, it will be OK to use Ex-Works but when you have more distributors and sales are up, clients  with bad intentions could try and sell the goods in more profitable markets without your permission . You don’t know if it is going to the Netherlands or Dubai or the States. Luna Design should take a second look at INCO terms FAS and FOB because these come with an invoice and receipt on distributors address.
Luna is now making use of a storage depot as showroom, the farm in Hopefield for the frame mouldings, wood storage and guitar business and at the factory in Woodstock, Cape Town, products are finished, management is there as well as administrative tasks . I would twist everything around. When the opportunity comes, sell the Woodstock Factory, invest the profit you make in the Hopefield farm and make that your factory for all production lines. Ditch the storage depot you have know and build one on the farm. Rent a small office for management purposes only in- or just outside Cape Town.  Make sure that administrative work is done here as well as the reception of distributors, clients and media. Also make here a little storage room or just one wall with racks were people can flip through the frames.
What Luna could do in the future is to employ a representative for Luna Europe. This person could be the representative for Luna and solve immediate problems concerning stock and orders. This representative could also visit clients of the distributors in their countries to see if distributor is holding up his/her end of  the deal and visits fairs, treats clients well, hold stock properly –etc-.
List of References 
Literature

Veldman, J (2004) Exportmanagement 5th edition  Wolters Noordhoff BV Groningen: Stenfert Kroese

Alsem K.J. (2001) Strategic marketingplanning  3d edition Groningen: Stenfert Kroese

Kotler, P (2003) Principles of marketing 3d edition  Europe: Prentice Hall

Internet

Information on reclaimed wood

http://www.squidoo.com/Reclaimed-Wood
Market information on exporting home decoration products to the Netherlands

http://www.cbi.eu/marketinfo/cbi/?action=findDocuments&type=54345351&type=22
Country Portfolio – information on countries
https://www.cia.gov/.../the-world-factbook/
www.oecd.org
www.evd.nl
Distribution Intensity 
http://answers.yahoo.com/question/index?qid=20080301121633AAYhgXl
Information on Segmentation

http://www.mrdashboard.com/AnsoffMatrix.html
http://www.themanager.org/marketing/segmentation.htm
http://tutor2u.net/business/marketing/segmentation-psychographic.html
http://www.frankwatching.com/archive/2009/02/23/sociale-webstrategie-en-organisatiestrategie-in-lijn-met-elkaar/
Information on Value Discipline Framework

http://cmgpartners.com/contentpage.php?IP_+200906_+CaseForCustomerIntimacy/Our+Thinking/IP_200906_CaseForCustomerIntimacy 
Information on Entry Strategy –  agents & distributors

http://www.marketingteacher.com/lesson-store/lesson-international-modes-of-entry.html
Product Placement - shop with Luna Design frames wall
http://www.miendomus.nl/item.php?id=125
Other
Luna Design 

· Mr. Mark Fanner

· Mr. Steve Brand

· Ms. Candice Momsen http://www.mrdashboard.com/AnsoffMatrix.html http://www.mrdashboard.com/AnsoffMatrix.html
All Interviewees 

Everybody whom I have mailed, called, harassed with questions about the products, thank you for helping!
Appendices 

Appendix A : Product overview 
Appendix B: Porter’s Generic Strategies
Appendix C : Appointment of distributorship
Appendix A

Classic Range

There a  different sizes available within the Classic Range. The wholesale prices range from € 3,80 for a Mini to € 17,- for an A3.
	Jumbo Photo 


	
Measurements Outside (cm) 23 x 29 Measurements Inside (cm) 10x 15 


  

	Mini 


	
Measurements Outside (cm) 23 x 23 Measurements Inside (cm) 10 x 10 


  

	A5 Plus 


	
Measurements Outside (cm) 37 x 44 Measurements Inside (cm) 15 x 21 


	A4 Square 


	
Measurements Outside (cm) 34 x 34 Measurements Inside (cm) 21 x 21 


  

  

	A4 


	
Measurements Outside (cm) 34 x 43 Measurements Inside (cm) 21 x 29.7


  

	A4 Plus 


	
Measurements Outside (cm) 43 x 52 Measurements Inside (cm) 21 x 29.7


  

	A3 Square 


	
Measurements Outside (cm) 43 x 43 Measurements Inside (cm) 29.7 x 29.7

	A3 


  


	Measurements Outside (cm) 43 x 55 Measurements Inside (cm) 29.7 x 42 


Classic Range Mirrors

	Full Length Mirror 



	Measurements Outside (cm) 63 x 183 Measurements Inside (cm) 50 x 170   


  

	Half Length Mirror 

	



	Measurements Outside (cm) 50 x 132 Measurements Inside (cm) 38 x 120   


  

	A1 Mirror 



	Measurements Outside (cm) 67 x 92 Measurements Inside (cm) 59.4 x 84.5 


  

	Square Mirror 


	
Measurements Outside (cm) 58 x 58 Measurements Inside (cm) 45 x 45 


Colonial Range

The Colonial Range was designed to meet  the needs of the more conservative customer. These frames have a very old-fashioned look with the (always) dark outside and white inset. The pictures in this type of frame are always in sepia and from the early 20’s to late 50’s .

	Colonial A5 


	
Measurements Outside (cm) 29 x 34 Measurements Inside (cm) 15 x 21  


  

	Colonial Jumbo Photo 


	
Measurements Outside (cm) 23 x 29 Measurements Inside (cm) 10 x 15   


Multiple Image Frames
The multiple image frames consist of two or three pictures and  are fitted with a rusted steel mount.

	Double A5 


	
Measurements Outside (cm) 33 x 47 Measurements Inside (cm) 48 x 62  


  

	Triple Jumbo Photo 


	
Measurements Outside (cm) 22.5 x 43 Measurements Inside (cm) 35 x 56  


  

	Triple A5 


	
Measurements Outside (cm) 33 x 67 Measurements Inside (cm) 48 x 82


  

	Double Jumbo Photo 


	
Measurements Outside (cm) 22.5 x 30 Measurements Inside (cm) 35 x 42


Box Frames                                                                                                                                                                                  A box frame is a frame which is suitable to open up and put something in.
	A4 Box Frame 


	
Measurements Outside (cm) 34 x 43 x 5 Measurements Inside (cm) 21 x 29.7 x 5


	Oversize Rosary  small & large 

	 


Décor Items   

The rosaries are among the best selling products of Luna. They consist of a (recycled) wooden cross and beautiful beads that are specially made for the rosaries . Luna also makes coat racks. 

Measurements Inside (cm) 800 x 150

Chalkboards

The chalkboards are in South-Africa only available for L’Orangerie but outside SA available to all customers.

	School Chalkboard 


	
Measurements Outside (cm) 40 x 60 Measurements Inside (cm) 27 x 47


  

	School Chalkboard 


	
Measurements Outside (cm) 80 x 120 Measurements Inside (cm) 67 x 107


  

	Blackboard 


	
Measurements Outside (cm) 80 x 120 Measurements Inside (cm) 67 x 107 




Appendix B

Cost Leadership Strategy
This strategy emphasizes efficiency. By producing high volumes of standardized products, the firm hopes to take advantage of economies of scale and experience curve effects. The product is often a basic no-frills product that is produced at a relatively low cost and made available to a very large customer base. Maintaining this strategy requires a continuous search for cost reductions in all aspects of the business. The associated distribution strategy is to obtain the most extensive distribution possible. Promotional strategy often involves trying to make a virtue out of low cost product features. To be successful, this strategy usually requires a considerable market share advantage or preferential access to raw materials, components, labour, or some other important input. Without one or more of these advantages, the strategy can easily be mimicked by competitors. (http://en.wikipedia.org/wiki/Porter_generic_strategies, 2009)
Differentiation

Differentiation is aimed at the broad market that involves the creation of a product or services that is perceived throughout its industry as unique. The company or business unit may then charge a premium for its product. This specialty can be associated with design, brand image, technology, features, dealers, network, or customers service. Differentiation is a viable strategy for earning above average returns in a specific business because the resulting brand loyalty lowers customers' sensitivity to price. Increased costs can usually be passed on to the buyers. 

Buyers loyalty can also serve as an entry barrier-new firms must develop their own distinctive competence to differentiate their products in some way in order to compete successfully.
Research does suggest that a differentiation strategy is more likely to generate higher profits than is a low cost strategy because differentiation creates a better entry barrier. A low-cost strategy is more likely, however, to generate increases in market share. This may or may not be true.                               

The unlimited resources model utilizes a large base of resources that allows an organization to outlast competitors by practicing a differentiation strategy. An organization with greater resources can manage risk and sustain losses more easily than one with fewer resources. This deep-pocket strategy provides a short-term advantage only. If a firm lacks the capacity for continual innovation, it will not sustain its competitive position over time. (http://en.wikipedia.org/wiki/Porter_generic_strategies, 2009)
Focus Strategy
In this strategy the firm concentrates on a select few target markets. It is also called a segmentation strategy or niche strategy. It is hoped that by focusing your marketing efforts on one or two narrow market segments and tailoring your marketing mix to these specialized markets, you can better meet the needs of that target market. The firm typically looks to gain a competitive advantage through product innovation and/or brand marketing rather than efficiency. It is most suitable for relatively small firms but can be used by any company. A focus strategy should target market segments that are less vulnerable to substitutes or where a competition is weakest to earn above-average return on investment. (http://en.wikipedia.org/wiki/Porter_generic_strategies, 2009)
Appendix C
 APPOINTMENT OF DISTRIBUTORSHIP
Standard terms & conditions

1. Form of Distributorship.  

 Luna Design Company will have the right to choose and/or change which kind of distributorship will be held by distributor. There are three forms of distributorship that can be rewarded:

I. Authorized distributorship

II. Limited distributorship

III. Full Exclusive 

2.  Order placement .   

(a) Distributor are required to order certain quantities before negotiating exclusive rights.

(b) Distributor should give projections for a year. If Distributor fails to give his projections less stock will be reserved for Distributor. 

(c) Luna Designs will operate a Customer Ranking System to measure  Distributors performance.

3.  Prices. 

 The company hereby states that all prices are ex-works and that company will happily deliver the goods to customers appointed carriers, but do so without prejudice. 

4.Authorized distributorship. 

Distributor is allowed to sell Luna frames but other distributors may operate in the region.  Luna Design company has the right to sell directly to clients.

5.Limited exclusivity. 

Limited exclusivity for distributor means all independent shops in Distributors country. Also the company will be prepared to extend house accounts to chains that he approaches but reserves the right to deal with chains directly after consultation with distributor. 

6. Full Exclusive.

   Distributor will be awarded full distributorship in a region and/or country. This means that all clients and chains in the region and/or country will be redirected to Distributor.

7. Stock.

Distributors would need to maintain stock at all times so that the Supplier

 can safely forward enquiries with the certain knowledge that they will be able to supply the customer. 

 

8. Expected Turnover. 

Luna Design will set annual sales targets.
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� Luxury chain of department stores in South-Africa comparable to the Dutch Bijenkorf department stores


� Read more on organization & production from page 17 on 


� Please see Business Definition by Abell for the customer groups on page 10


� This means for South-African standards, not Western-European.





� source RTL Z Business News (daily business and trend watching magazine on Dutch Broadcasting)


� (source: answers.yahoo.com- for full link please see list of references)


� (it looks a little bit similar to the work of Dutch Designer Piet Hein Eek but that is a totally different demography, product- and price range)


� Please see Appendix B for explanation on Focus strategy


� With story is meant: Luna’s way of collecting and manufacturing the wood. 


�  See appendix C please







